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Class, Race and Urban Renewal 
By ROBERT C. WEAVER* 


Introduction 


| Dips renewal has opened Pandora’s 
‘Box in several fields. It has occa- 
sioned a fresh look at slums; it has given 
rise to renewed discussion of racial 
balance in neighborhoods; it has in- 
spired new thought and approaches rela- 
tive to the racial and class composition of 
schools in the central city; and of course 
it has intensified research in the fields of 
housing, city planning, and municipal 
government. 


Since one of the principal objectives of 
urban renewal is to attract more middle- 
class families back into the central city 
and slow down the exodus of middle- 
class families from the inlying areas, 
much of the current discussion about 
color and class is oriented around these 
goals. There is, however, a tendency to 
treat current problems as though they 
were unique and devoid of historical 
precedents. Actually, this is not only 
untrue but dangerously misleading. As 
Oscar Handlin has most recently pointed 
out, the flight of older, middle-class 





* Dr. Robert C. Weaver, 295 Central Park West, New 
York 24, New York. 





families from proximity to the latest new- 
comers is as old as immigration. What is 
unique is not the human behavior but 
the physical limits of the city and the 
multiplicity of local governments.! 

Since in many American cities a 
principal wave of low-income migrants is 
composed of readily identifiable mem- 
bers of color minorities, there isa ten- 
dency to identify the problem as one of 
race alone.? This is inaccurate and un- 
fortunate. Cities which have few non- 
white migrants are experiencing the 
same problems*—a fact suggesting that 
this is a class as well as a color phe- 
nomenon. Should further proof of this 
be required, the experiences of Chicago, 
Cleveland, Detroit, Cincinnati, and a 
score of other cities with Appalachian 
Mountain whites will provide convincing 
documentation.‘ 





1Oscar Handlin, The Newcomers (Cambridge, Massa- 
chusetts: Harvard University Press, 1959), pp. 14-16, 30-5. 

2 See especially Morton Grodzins, The Metropolitan Area as @ 
Racial Problem (Pittsburgh, Pennsylvania: University of 
Pittsburgh Press, 1958); and “Metropolitan Segregation,” 
Scientific American, October 1957, pp. 33-41. 

3 Robert C. Weaver, ‘““Non-White Population Movements 
and Urban Ghettos,”” Phylon, Third Quarter (Fall), 1959, pp. 
235-8. 

‘For an interesting account of the Chicago experience, 
see Albert N. Votaw, “The Hillbillies Invade Chicago,” 
Harpers, February 1958, pp. 64-7. 
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Identification of the decline of central 
cities with the encroachment of non- 
whites (and in a few places Puerto 
Ricans) upon established middle-class 
neighborhoods reflects our consciousness 
of color. It does more. Such superficial 
analysis weakens our capacity to deal 
effectively with the problems of our 
cities. The color and class aspects of 
these problems are frequently intertwined 
but neither should be ignored. Any work- 
able program must recognize both and 
learn to deal with each. 

On the other hand, it would be sheer 
sophistry to deny that, under existing 
demographic and ecological changes, 
long-standing racial attitudes, and the 
current economic forces which operate in 
the housing market, the arrival of in- 
creasing numbers of non-white families 
may, and often does, lead to the depar- 
ture of previous middle-class whites. § 
This long recognized phenomenon has 
recently been expressed in terms of a 
“tipping point” theory, which says that 
there is in any neighborhood a point at 
which whites will move out when the 
proportion of non-whites reaches a cer- 
tain size. ® 


Many factors are involved in the deser- 
tion of a neighborhood. First there is 
the economic climate. In a period of 
general prosperity transition is acceler- 
ated; the same occurs in a loose housing 
market. The location of the neighbor- 
hood involved is important, too. Factors 
‘tending to stabilize middle-class occu- 
pancy include proximity to, and identifi- 


5 For an excellent account of this process, even when the 
in-coming Negroes were middle-class, see Albert J. Mayer, 
“Russell Woods: Change Without Conflict,” in Nathan 
Glazer and Davis McEntire, ed., Studies in Housing and 
Minority Groups (Berkeley, California: University of Cali- 
fornia Press, 1960) pp. 198-220. There are, however, in this 
article and Nathan Glazer’s Introduction to the volume, 
unsupported assertions about the absence of racial prejudice 
on the part of the former Jewish residents. 

. Morton Grodzins, op. ait., pp. 6-7. While the author of 
this concept is probably over-pessimistic due to his involve- 
ment with Chicago’s experience, his is a useful idea. 
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cation with, institutional facilities, such 
as in the area around a university or 
college or around long-established re- 
ligious facilities. 

_ Access of minority and low-income 
families to a formerly white middle-class 
neighborhood is not always a_ conse- 
quence of whites’ desertion of an area in 
the face of the encroachment of new user 
groups. Often it results from vacancies 
caused by the movement of earlier resi- 
dents and failure of other middle-class 
whites to replace the former occupants. 
The cause of the desertion of such neigh- 
borhoods is usually the attractiveness of 
other areas: they may be suburban sub- 
divisions or, as in the case of the East 
Side of Manhattan, a new prestige loca- 
tion in the central city. Once the va- 
cancy rate becomes high, as it did in 
New York City’s West Side, owners and 
property managers are happy to substi- 
tute new user groups rather than suffer 
greater losses. 


The Impact of Newcomers On the 
Housing Market 


From early days, middle-class Ameri- 
cans have wanted distance between them- 
selves and the newcomer; that desire has 
been accentuated by two recent develop- 
ments—the rise of prestige-laden, single- 
class, homogeneous suburban areas and 
the identification of color with a large 


number of low-income migrants. The 
recent concern of Americans with the 
quality of education has, of course, 
occasioned increasing emphasis upon 
good schools. 

As long as there was ample space 
within the city limits and no effective 
modes of rapid transportation, most of 
the outward movement of middle-class 
families occurred within the city proper. 
The streetcar, automobile, and bus 
changed the situation, opening for hous- 
ing development large areas of virgin land 





ich 


ib- 


at a. @ 








CLASS, RACE AND URBAN RENEWAL 237 


removed from the central city. The fact 
that estates of the wealthy were already 
located on such lands augmented their 
appeal to medium-income groups intent 
on upward social mobility. Real estate 
operators, developers, and land specu- 
lators, readily joined the commuting rail- 
road lines in selling the exclusiveness of 
these developments.’ This was the stage 
when the great impetus to Negro migra- 
tion occurred during World War I. 
Low-income colored Americans from the 
South poured into many Northern cities, 
replacing, as the new source of unskilled 
and semiskilled labor, the earlier European 
immigrants who were no longer avail- 
able during and after the hostilities. Not 
only were the newcomers mostly poor 
and ill-prepared for urban life, but they 
were also dark skinned. As the readily- 
identified descendants of slaves, they 
had the least amount of social prestige of 
any ethnic group. Race and color 
joined class in rendering thom forbidden 
neighbors. 


Middle-class whites, led by the real 
estate fraternity, frequently resorted to 
racial housing covenants and zoning to 
contain non-whites in a restricted area. 
Low-income whites, only slightly less un- 
desirable in the eyes of the middle-class, 
sometimes used intimidation, violence, 
and threats to assert their Americanism. 
On the part of the former, this was a 
manifestation of class as well as racial 
prejudice; on the part of the latter it was 
primarily racial. Yet lower-class whites 
and Negroes frequently shared the same 
residential areas and faced the same dis- 
abilities of poor neighborhoods. Class 
was often more important than color in 
neighborhoods which failed to offer 
prestige or adequate protection and 
public services to any residents, regardless 





"1 For an excellent description of this process, see Charles 
Abrams, Forbidden Neighbors (New York: Harper and Bros., 
1955) Chapter XII. 


of race. The early governmental policy 
of segregation in public housing subse- 
quently served to accentuate color con- 
sciousness in low-cost housing at the same 
time that it reflected the strategic role of 
authority in establishing racial patterns. 


World War II brought in a new 
stream of Negro, Mexican-American, 
and Puerto Rican migrants to the urban 
North and West. It also brought greater 
residential segregation. This too repre- 
sented, first, resistance to the expansion of 
land space available to non-whites and, 
most recently, abandonment of segments 
of the central cities to them. Several 
factors played an important part in this. 
The federal government through the 
Federal Housing Administration had 
facilitated phenomenal expansion of 
suburban construction, and low down- 
payments and a longer period for mort- 
gages had made a large part of this avail- 
able to middle- and lower middle-income 
families. At the same time FHA accepted 
the concept of homogeneous neighbor- 
hoods and until 1947 the instrument of 
the racial restrictive housing covenants. ° 
Higher incomes during the war enabled a 
vast number of families to accumulate 
down payments and sustained prosperity 
facilitated their meeting monthly carry- 
ing charges. At the same time govern- 
ment housing policy made home owner- 
ship more attractive than rental!® and 
practically all new construction was in 
lily-white suburbs. 





* Findings of recent research challenge the oft-repeated 
assertion that the source as well as the center of anti-Negro 
prejudice and discrimination in this country is in the lower 
socio-economic classes. See Robert K. Merton, “Discrimi- 
nation and the National Creed,” in R. M. Maclver, ed 
Discrimination and National Welfare (New York,: Harper and 
Bros., 1949), p. 111; and National Committee on Segregation 
in the Nation’s Capital, Segregation in Washington (Chicago, 
Illinois: The Committee, 1948), p. 38. 

®*R. C. Weaver, The Negro Ghetto (New York: Harcourt, 
Brace & Co., 1948,) pp. 71-3, 152-3. 

1° Louis Winnick, Rental Housing: Opportunities for Private 
Investment (New York: McGraw-Hill Book Company, 1958), 
Chapter 3. 
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Not only was it possible for the upper- 
middle class to desert the central city but 
many of lesser means—if they were white 
—could follow suit. Even the low-in- 
come white family could hope for homo- 
geneity—either in the suburbs with a 
little more money or perhaps in the 
grey areas of the core city if the expan- 
sion of non-whites was contained. Raci- 
ally homogeneous neighborhoods had 
achieved a new prestige and this was 
increasingly apparent in slums and 
blighted areas where residents sought to 
emulate dominant racial attitudes. 

Rapid movement of whites to the 
suburbs was but a part of the population 
trend. For example, over 7,000,000 
persons entered the suburbs between 
1940 and 1950. While a large volume of 
long-term residents left the cities, an 
even larger number of individuals moved 
from non-urban areas directly to the 
suburbs. Meanwhile a much smaller 
number of whites moved into than moved 
out of central cities while many non- 
whites entered the in-lying areas. ‘The 
process of losing one net migrant to the 
suburbs actually was the end result of a 
larger process whereby for each two non- 
white persons moving into the central 
city about three white persons moved 
out,””!! 


These movements have brought in- 
teresting changes in the housing market. 
Throughout the North and West, non- 
whites have acquired a much larger 
number of housing units and frequently 
a more diversified and a better quality of 
housing. In the process they have ex- 
panded into many areas which were 
formerly all white. The Chicago ex- 
perience of 1940-50 suggests the human 
components of this development. Those 
who initiated the movement were long- 
term rather than newer residents, result- 


11 Donald J. Bogue, Components of Population Change, 1940- 
50 (Miami, Ohio: Miami University, 1957), p. 34. 
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ing in no significant changes in socio- 
economic characteristics;!2 and the first 
arrivals had had to “pay a premium 
rental, which they are able to finance 
only by using residential space very in- 
tensively, e.g., by doubling up families in 
the household or by including relatives 
or lodgers in the household.” '* 

While it is true that only in a quite 
general sense has succession in Chicago 
followed a pattern of radial expansion of 
the Negro community outward from the 
center of the city, it is significant that: 


‘‘, . . within both the Negro and the white 
community, high-status groups tend’ to share 
residential areas and to be residentially 
segregated from low-status groups. Appar- 
ently, the selective forces which produce 
differentiation of residential areas in the 
urban community operate in somewhat the 
same way upon the Negro and the white 
population. This is also in line with the 
finding that patterns of interarea differentia- 
tion with respect to physical characteristics of 
the area and social and economic character- 
istics of the residents tend to be maintained 
under the impact of succession from white to 
Negro occupancy.” . 


These developments in Chicago, which 
are fairly typical of larger northern 
industrial centers, reflect the interaction 


of many events. Such expansion of 
housing accommodations for Negroes as 
took place was facilitated largely by the 
decline in the white population. It 
reflected a growing demand for shelter on 
the part of an expanding non-white 
population in which a significant number 
were able to pay higher rents and prices 
for housing and it enabled some whites to 
sell profitably and buy new suburban 
houses. Even where sales were not 
profitable the availability of Negro pur- 
chasers and renters greatly accelerated 


12 Otis Dudley and Beverly Duncan, The Negro Population 
of Chicago, (Chicago, Illinois: The University of Chicago 
Press, 1957), pp. 125, 191, 206, 223, 225. 

18 [bid., p. 236. 


14 Ibid., p. 298. 





CLASS, RACE AND URBAN RENEWAL 


the liquidation of property in the central 
city and the acquisition of new homes 
elsewhere on the part of previous resi- 
dents in the core areas. To a degree, this 
greater effective demand for housing on 
the part of non-whites sustained property 
values in many parts of the central city 
and accelerated the purchase of new 
homes by whites who were replaced by 
non-whites, many of whom paid higher 
prices than could otherwise have been 
secured. 

Had there been less racial segregation 
in the suburbs, a larger number of non- 
whites would have joined whites in 
moving from the central cities to the 
suburbs and going directly to them 
rather than to the central cities. Even in 
the face of a most effective color bar, 
about one-third of a million Negroes did 
join whites in the 1940-50 trek to the 
suburbs. Most of those involved were 
in the South but there was a pronounced 
desire of Northern middle-class Negroes 
to escape from central cities,15 and there 
are indications that some of the colored 
migrants to the North avoided the central 
city and moved directly to older Negro 
settlements elsewhere. This seems to 
have occurred in the industrial cities of 
New Jersey and the larger cities in New 
York’s Westchester County. 


One upshot of residential segregation 
has been to contain most Negro middle- 
class families in the core cities.'‘* An- 
other, and much more serious conse- 
quence for the cities has been the con- 
centration of demand for housing on the 
part of the growing middle-class Negroes 
on certain city areas. This too has often 
sustained property values but it has 
tended to accelerate the exodus of middle- 


18 Handlin, op. cit., pp. 125-31. 

1 Actually, this is due to factors other than residential 
segregation, but it is primarily a consequence of the color 
line: see Weaver, “The Effect of Anti-Discrimination Legis- 
lation upon the FHA- and VA-Insured Housing Market in 
New York State,” Land Economics, November 1955, pp. 305-7. 
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class whites. Were middle-class Negroes 
able to compete freely in the total market, 
their volume in most neighborhoods 
would have been so slight as to have 
occasioned little concern. There would 
have been much less premium payment 
incident to initial non-white occupancy 
and white owners would have had less 
economic incentive to forsake attractive 
neighborhoods and homes. Even the 
real estate operators would have had 
slight impetus to engineer flight of 
middle-class whites since the principal 
source of effective demand—the middle- 
class Negro purchaser—would be more 
discriminating and less available for any 
one neighborhood.?7 

For the process described above to have 
taken place, there would have had to 
have been a much larger volume of low- 
priced housing available to non-whites in 
metropolitan areas. Without such a 
supply the sheer pressure of numbers 
occasioned the growth of non-white 
areas of concentration. In some instances 
this involved expansion of one or several 
major Negro ghettos, engulfing sur- 
rounding housing regardless of its price 
or suitability. In other instances it in- 
volved the development of new pockets of 
non-white residential concentration. In- 
variably, it occasioned over-crowding, 
undesirably high densities, and blight. 

However, in a situation where the 
supply of low-cost housing available to 
non-whites is limited, the entrance of 
middle-income, non-white families into a 


11 There can be no better illustration of the confusion 
between emotion and economics than the implications of 
this analysis. Without a color line, housing in certain areas 
of the central city would probably have fallen in value, 
This would have been accounted for in economic terms— 
architectural obsolescence, loss of neighborhood prestige, 
age of structure, competition of more desirable facilities and 
neighborhood location, and resulting weakness in demand for 
the affected housing. Under conditions of color concepts 
the experience in these areas is cited (and rightfully) as 
evidence that non-white occupancy does not necessarily 
adversely influence property values. See, Luigi Laurenti, 
Property Values and Race (Berkeley, California: University of 
California Press, 1960). 
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neighborhood and its subsequent deser- 
tion by whites has benefited the mass of 
colored home-seekers. For, had there 
been less turnover, there would have 
been less filtration. This, in turn, would 
have delayed the improvement in the 
quality of housing occupied by non- 
whites. In the present situation of en- 
forced residential segregation in many 
segments of the housing market, rapid 
racial transition of desirable housing in 
parts of the central city has made a 
larger amount of physically good housing 
available to non-whites. It has also re- 
sulted in more intensive and often socially 
undesirable occupancy patterns in the 
areas recently accessible to non-whites 
and it has made it difficult to sustain the 
middle-class characteristics of the affected 
areas, even when higher-income non- 
whites have attempted to do so. Rela- 
tively high vacancy rates, as in Phila- 
delphia and Cleveland, have accelerated 
racial transition in certain neighbor- 
hoods with the result of substantial up- 
grading in the quality of the occupied 
housing stock and instability in some 
middle-class housing areas. 


Modern cities can absorb a large 
supply of low-income migrants without 
subjecting the newcomers to economic 
exploitation and greatly augmenting 
slums and blight only by building more 
low-rent housing on open sites, solving 
the problem of rehabilitation without 
excessive costs and providing a free hous- 
ing market. The central city has a stake 
in open occupancy throughout the metro- 
politan area because it is necessary in 
order that the market may operate most 
efficiently. Under conditions of open 
occupancy a much smaller number of 
areas of middle-class housing need be 
threatened by inundation by non-whites 
and it is possible to make the most effec- 


tive use of the existing supply of housing 
—particularly the low-rent sector. !* 


Efforts to Attract Middle-Class Families 
to the Central City 


It is against this background that urban 
renewal programs’ efforts to attract and 
maintain middle-class families in the 
central city must operate. Regardless of 
any social, political, or moral considera- 
tions, the economics of the situation re- 
quire concern for retention of white 
middle-class families in central cities 
because their numbers far exceed those 
among non-whites.'® In any given 
locality the problem has three manifesta- 
tions: creation of new areas in which 
middle-class families will establish stable 
communities, rehabilitation or partial 
renewal of areas which will attract and 
hold middle-class families, and the arrest- 
ing or preventing the desertion of middle- 
class families from existing areas of 
residence. 

In the larger cities of the South new, 
segregated middle-class Negro communi- 
ties have been developed. This has been 
possible for several reasons, In some 
instances it results from annexation of 
new. areas by the central city after in- 


18This is the economic rationale for open-occupancy 
(fair housing) legislation. As in all non-discriminatory legis- 
lation, enactment of a law i is but | a first step. To be effec- 
tive, such laws need i and that not only 
involves enforcement but also positive action on the part 
of minority groups. Thus the Philadelphia Commission.on 
Human Relations is encouraging Negroes to seek homes in 
all-white neighborhoods, saying: “To break the stubborn 
pattern of segregated housing many Negro citizens must 
have the. courage to live in ‘new’ neighborhoods.”’. 

The New York Times, March 6, 1960, p. 49. 

19 “What the city needs is a core of upper-middle-class 
people to support its theatres and museums, its shops and its 
restaurants—even a Bohemia of sorts can be of help. For itis 
the people who like living in the city who make it an attrac- 
tion to the visitors who don’t. It is the city dwellers who 
support its style; without them there is nothing to come 
downtown to.” William H. Whyte, Jr., “Are Cities Un- 
American?” Fortune, September 1957, pp. 124-25, Despite 
significant recent improvement in the economic status of 
non-whites and a significant increase in the number of 
middle-class Negroes in urban areas, the number of the 
latter is not now able, nor does it have a potential in the 
near future to provide a large.or affluent.enough population 
to perform the functions outlined above by Whyte. . 
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formal agreements have been made con- 
cerning the color identification of land. 
Atlanta is a prime example,?° New 
Orleans .has had somewhat similar 
experience.*!_ In cities like Charlotte, 
Greensboro, and Winston-Salem, North 
Carolina, and Austin, Texas, availability 
of vacant land contiguous to, or in the 
path of, existing centers of Negro con- 
centration has afforded sites for new, 
segregated FHA-insured housing. In 
Houston, Texas, where availability of 
good housing has made the owning of 
attractive homes an important source of 
status among Negroes, there has been an 
appreciable amount of new construction 
and a significant source of excellent 
middle-class housing in a good neighbor- 
hood available to pues during the last 
decade. 

Clearly, by creation of new segregated 
areas in most of these cities and restriction 
of Negro encroachments upon middle- 
class white neighborhoods to a few loca- 
tions in others, the impact of the non- 
white market has had but limited effect 
upon the desertion of the central city by 
middle-class whites. In Houston, where 
there seems to have been a rather loose 
housing market,?? Negro expansion into 
one good neighborhood served to sustain 
values and thereby accelerated move- 
ment of the older residents to the suburbs. 
However, some of those who sold to 
Negroes may have replaced other central 
city whites moving to the suburbs and 
. Robert A. Thompson, Hylan Lewis and Davis McEn- 
tire, “Atlanta and Birmingham: A Comparative Study in 
Negro Housing,” Glazer and McEntire ed., Studies in Housing 
end Minority Groups (Berkeley, California: University of Cali- 
fornia Press, 1960), pp. 22-40; and “Civil Rights Official 
Lauds Atlanta’s Gentleman’s Agreement,” House and Home, 
May 1959, p. 91. For a discussion of the implications of the 
use of new, segregated middle-class Negro housing in the 
South, see R. C. Weaver, “‘Southern Comfort: A Possible 
Misapplication of Federal Funds,” Journal of Intergroup Re- 
lations, Fall 1960. 

31 Forrest E. LaViolette, “The Negro in New Orleans,” 
Glazer and McEntire, op. cit, pp. 124-30; also “Minority 
Housing,” House and Home, April 1955, pp. 146-7. 

#2 Jack E. Dodson, “Minority Group Housing in Two 
Texas Cities,” Glazer and McEntire, ap. cit., pp. 101-9. 
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thereby supported property values else- 
where in the central city. 


In Northern cities the establishment of 
all-Negro suburbs is usually impossible. 
This is due to the spatial distribution of 
non-whites** and rejection of segregated 
patterns by non-whites in the North.* 
The latter fact is, of course, supported by 
legislation: a score of northern states and 
cities have non-discrimination housing 
laws, and racial discrimination in urban 
renewal areas is banned in several 
states and many cities. In all of these 
and other cities, the capacity and willing- 
ness of Negroes to pay for better housing 
in middle-class neighborhoods has in- 
creased significantly during the last 
decade at the same time that the low- 
income non-white population has grown 
appreciably. Indeed, the growth of non- 
white urban populations has been much 
greater in border and northern cities than 
in their southern counterparts. Thus the 
pressure of Negroes for more housing has 
had greater impact in the North than in 
the South. Also, it has had less outlet via 


. See R. C. Weaver, The Negre Ghetto, pp. 91, 138, 
154-6. 


34 “In certain ways, the North presents more problems for 
upper-income Negroes than the South, for here the problem 
is not only to get good housing—and if Atlanta can supply a 
Negro market for extensive Negro subdivisions, unquestion- 
ably this can also be done in nothern cities—but to get good 
unsegregated housing.” Glazer, “Introduction,” Glazer and 
McEntire, op. cit., p. 6. Of course, where there is the base 
of a Negro settlement which originally housed domestics, as 
on the North Shore of Chicago’s suburbs or in cities and 
towns of Westchester County and Long Island or clusters of 
industrial workers in suburban towns and cities, growing 
Negro populations—mostly in ghettos—are developing in 
northern suburbs. Also, a small number of upper middle- 
income Negroes have bought homes outside areas of non- 
white concentration. Current developments suggest that, 
were the suburbs open to Negroes, they would attract a 
large segment of the still relatively small number of middle- 
income non-whites. At the same time, concentration of in- 
dustry in fringe areas has already attracted a significant 
number of non-white workers. Many are now. commuting 
from the core areas, but there are indications of a desire for, 
and a trend to, suburban living on their part. Competent 
studies suggest that there will be an outward movement of 
Negroes and Puerto Ricans in the New York City Metropoli- 
tan area in response to job opportunities. (Edgar M. 
Hoover and Raymond Vernon, Anatomy of a Metropolis (Cam- 
bridge, Massachusetts: Harvard University Press, 1959), 
pp. 212-13. ; 
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expansion into new, vacant areas. The 
consequence is that Negroes have ex- 
panded to a much greater degree into 
areas formerly occupied by whites in 
northern than in southern cities. 

Efforts to attract and retain middle- 
class families in the central urban centers 
of the North and border states must 
recognize the pressure for housing occa- 
sioned by a growing Negro population. 
Some of these cities also face the arrival 
of large numbers of Appalachian Moun- 
tain whites, Puerto Ricans, and Mexi- 
cans. Since the Negro presents problems 
of class as well as color, concentration 
upon his impact is fruitful. Glazer, 
while. minimizing the problem of the 
dark-skinned Puerto Ricans and Mexi- 
can-Americans, has set forth the peculiar 
disabilities of the Negro in American 
society: 

‘‘,.. » » it may seem far-fetched to consider 
the implications of a social situation in which 
Mexicans, Puerto Ricans, and Negroes show 
roughly the same social constitution as the 
rest of us. However, in the case of the 
Negroes such large middle-class groups are 
already developing. They will change greatly 
the whole character of anti-Negro prejudice 
in America. But—and this is the point of 
this last observation—the Negroes will still 
be a long way from taking up the status in 
American society of assimilated European 
ethnic groups. The Mexicans and Puerto 
Ricans, because of their physical character- 
istics, will find it easier to achieve this 
status.””?5 
Survival of healthy, central cities requires 
recognition and solution of this problem. 
First, there needs to be an acceleration 
of the size of the middle-class among non- 
whites. Second, this will be achieved in 
large measure in proportion to the degree 
that the middle-class Negro is accepted 
as his immigrant prototype was ac- 
cepted.?* Third, unless the achievement 
28 Nathan Glazer, op. cit., pp. 11-12. For a more realistic 
discussion of the Puerto Rican, see Handlin, op. cit., pp. 


59-60. 
2¢ Oscar Handlin, of. cit., pp. 78-80, 100, 103, 117-19. 


of American norms of success on the part 
of Negroes is rewarded, as it has been 
among others who started at the bottom 
of the economic and social scale, there 
will be a loss of motivation (already ap- 
parent among Negroes) with consequences 
which are inimical to the economic, 
political, and cultural health of the 
central city. Fourth, such results would 
be tragic for the nation—and western 
democracy—in the world of the cold war 
and the emergence of Asian and African 
nationalism. 

Northern cities, if they are to maintain 
a sound economic base, must strive to 
adjust to continuing in-migration of low- 
income Negroes, Puerto Ricans, Ap- 
palachian whites, and Mexicans. A first 
step in this direction is to understand the 
nature of cities and the historical prece- 
dents. A second step is to face up to the 
unique problems of the present migrant 
groups. These can be summarized in a 
single statement: All of certain ethnic 
groups, because of their physical identi- 
fication, are assumed to be a threat to a 
middle-class neigborhood, regardless of 
the individual’s or the family’s income, 
education, or behavior. Centuries of 
slavery, generations of color discrimina- 
tion, repeated instances of economic 
disadvantage via perpetuation of a color 
line, and a liberal amount of guilt have 
perpetuated color concepts. These are 
most apparent and effective in situations 
involving areas of living and schools. 

Most liberals and many social scientists 
advocate heterogeneous neighborhoods. 
The majority of them would favor a com- 
munity of homes in which low-, medium-, 
and upper-income groups lived; as a 
minimum, they would mix low- and 
medium-income people. Some have 
equally strong feelings about racial heter- 
ogeneity, affirming that in the modern 
world it behooves us in the United 
States to learn and demonstrate how a 
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multi-racial society can live together 
under democracy. Recently an outstand- 
ing land economist has dissented, ques- 
tioning the innate superiority of multi- 
income neighborhoods.?’_ In this paper 
no attempt will be made to pass moral, 
social, or political judgments on this 
issue; rather, the problem will be treated 
from the point of view of the survival of 
central cities. Our. orientation will be 
primarily economic, recognizing that en- 
forced racial residential segregation is 
under attack and in the process of change 
in the nation. 


From this point of view, it must be 
recognized that the middle class in 
America is keenly conscious of the threat 
of lower-class encroachments. As was 
pointed out above this has long been 
a national characteristic, perhaps an 
inevitable consequence of a_ socially 
mobile people who are status-conscious. 
During the last quarter of a century, it 
has become more acute. This leads to 
the conclusion that many middle-class 
families will not long voluntarily remain 
in an area which they believe threatened 
by lower-class engulfment; few will mi- 





31 ‘It ig not clear why economically heterogeneous neigh- 
borhoods are innately superior to the homogeneous. We do 
not really know whether economically diverse groups truly 
mix or merely live side by side. And casual observation 
indicates that many exclusively high-income or middle- 
income neighborhoods seem to have withstood neighbor- 
hood decline extremely well while many economically- 
mixed neighborhoods have proven quite vulnerable. The 
social gains of mixture and the social losses from homo- 
geneity have yet to be demonstrated.” (Louis Winnick, 
Facts and Fictions in Urban Renewal, p. 12. Mimeographed: a 
speech delivered before the Forum of the Philadelphia 
Housing Association, January 28, 1960). Most planners, 
however, believe that there are such social gains. A recent 
forum composed of citizens and professionals who met to 
consider what neighborhoods should be like “pleaded for 

variety—variety of housing types . . . available at a variety 
of prices and rentals so that a varied neighborhood popula- 
tion could result, all races, young and « old, rich and poor, 
and people falling betv these s”. Ironically 
enough, zoning as currently practiced was considered a chief 
deterrent to such mixture. (Howard W. Hallman, “Citi- 
zens and Professionals Reconsider the Neighborhood,” 
Journal of the American Institute of Planners, August 1959, 
p. 123), For a somewhat similar point of view, see Arthur 
L. Grey, Jr., “Los Angeles: Urban Prototype,” Land bad 
somics, August 1959, pp. 237-8.) 
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grate to such areas. The second fact that 
has to be recognized is that the white 
middle class fears neighborhood deterior- 
ation on the entry of non-whites—an 
attitude that has partial roots in the 
history of decline in city services, lax en- 
forcement of housing codes, and over- 
crowding in areas inhabited by non- 
whites. Actually, the degree of this 
fear is often a function of the speed and 
intensity of non-white penetration, al- 
though it is today an almost immediate 
reaction upon the first evidence of non- 
white entry.? Most white middle-class 
families will not long remain in a neigh- 
borhood where they are a racial minority. 
Should they fear this eventuality, they 
usually act so as to assure its fruition. On 
the other hand, there are many evidences 
of whites’ accepting a few Negro neigh- 
bors, particularly if they are of com- 
parable economic and social status.?® 


28This is a most complex phenomenon. Its manifesta- 
tion varies from city to city, from time to time, and from area 
to area within a given city. For example, in the color- 
conscious Washington, D. C. of the present writer’s youth, 
whites did not hesitate to enter Brookland (a suburb of the 
central city) despite the presence of a few middle-class 
Negro families. (R. C. Weaver, The Negro Ghetto, pp. 290- 
91.) As Negro incomes rose in the District of Columbia, an 
increasing number of middle-class colored families moved 
into Brookland but, until World War II, it remained a 
racially mixed area. By 1952, non-whites had penetrated 
adjoining Woodridge and Michigan Park, areas of white 
middle-class occupancy. The official organ of the Rhode 
Island Avenue Citizens’ Association exhorted whites to 
remain in Woodridge. (Weaver, “Relative Status of the 
Housing of Negroes in the United States,” Journal of Negro 
Education, Summer 1953, pp. 351-52). But the combined 
force of the pent-up non-white demand for good housing and 
the lure of the suburbs in surrounding Maryland and Vir- 
ginia for whites was too much. Today Brookland is largely 
Negro, Woodridge and Michigan Park house many non- 
white families, and Brookland’s Negroes are no longer almost 
exclusively middle-class. The new prestige area for Wash- 
ington’s middle-class Negro families is in the far Northwest, 
where a relatively few reside among white neighbors. 

2°See Gus Turberville, “The Negro Population of 
Duluth, Minnesota, 1950,” Sociology and Social Research, 
March-April, 1952, pp. 231-38; Arnold M. Rose, Frank J. 
Atelsek and Laurence R. MacDonald, “Neighborhood Re- 
actions to Isolated Negro Residents; An Alternative to In- 
vasion and Succession,” American Sociological Review, October 
1953; Davis McEntire, “A: Study of Racial Attitudes in 
‘Neighborhoods Infiltrated by Non-Whites,” Bay Area Real 
Estate Report (San Francisco), Second Quarter 1955, pp. 126- 
29. 
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The Impact of Urban Renewal 


Urban renewal activity concerned with 
attracting and holding middle-class 
households in the central city must be 
geared to creating neighborhoods which 
offer good schools, a reasonable degree of 
cleanliness, protection from violence, and 
physical attractiveness. They need not 
be single-class neighborhoods, *° but there 
is a limit—a class tipping point—to which 
they can at the present be heterogeneous 
from a class point of view. Similarly, 
they can absorb some minority group 
families of middle-class attributes as well 
as. some of lower-incomes.*! The class 
and racial mix will vary from new urban 
redevelopment sites, partial redevelop- 
ment and rehabilitation efforts, and con- 
servation areas. The greatest flexibility 
is in the newly reconstructed redevelop- 
ment areas—if for no other reason be- 
cause new areas and new houses have a 
snob appeal in themselves. 


Proximity to an established blighted 
non-white slum complicates or deters 
white occupancy in redevelopment pro- 
jects. Either large-scale demolition, or 
extra value for the housing dollar, or 
both are required to offset this circum- 
stance. Chicago illustrates well this 
situation. The New York Life Insurance 
Company financed and constructed Lake 
Meadows, a large redevelopment, me- 
dium-cost rental project in the heart of 
what had been some of the worst of the 
city’s Negro slums. Although it an- 
nounced open occupancy from the start 
and, despite the scope of the redevelop- 
ment and its inherent desirable location 
in relation to downtown and in proximity 
to city-wide health and educational insti- 





8° Those who insist on this will probably move to the 
suburbs anyway. 

*\ For an analysis of the experience of builders of inter- 
racial private developments during the last decade, see 
Eunice and George Grier, Privately Developed Interracial House 
, California: University of California Press, 


ing 
1960). 


tutions, the attractive new facilities failed 
to appeal to a large number of white 
tenants.** Intensive efforts and tangible 
evidences of a new neighborhood 
achieved 20 percent white occupancy 
and, currently, 25 percent of the tenants 
are white. 


Prairie Shores was subsequently con- 
structed on the site of a former Negro 
slum and on the edge of the Negro 
ghetto. But it was adjacent to Lake 
Meadows and the upgrading of the 
neighborhood was well under way. In- 
deed, the promotion of Prairie Shores 
describes it as “an entirely new com- 
munity immediately adjacent to the 
Michael Reese Hospital campus.” . In 
the words of its developer—who inci- 
dentally evidenced his commitment to 
the project by selling his house in the 
suburbs and moving into Prairie Shores— 
‘people just recognized a hell of a good 
buy when they saw it.” The nature of 
this buy is indicated by the fact that 
apartments rented for an average of $33 
a room as against $45 to $65 for com- 
parable new accommodations elsewhere 
in the city. And the first 342 units in the 
initial structure of this five-building de- 


velopment rented quickly. Seventy-seven | 
percent of the occupants were white but | 
most households were childless and none | 
had children of high school age.** As of | 
May 1960, two buildings: in Prairie | 
Shores had been completed. Both were | 
fully rented and leases were being signed | 


on a third which will be ready for occu- 
pancy in late summer. 
remained about 80 percent white and, 
while few families with school-age chil- 





38 Lake Meadows is located on a 100-acre site and rented | 


initially from $30 per room per month—about a quarter less 

than comparable accommodations elsewhere in the city. 

The first building of slightly less than 600 units attracted 

only about three percent white tenants. Subsequent special 

efforts appreciably increased white participation. (Eunice 
and George Grier, op. cit., pp. 106-7). 


83 “Open Occupancy Builder Lands. 77% White saree 


House and Home, March 1959, p. 76. 
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dien were in occupancy, there were many 
with pre-school children. 

With rare exceptions a small island of 
medium-cost redevelopment housing in 
a sea of non-white slums will not attract 
whites. This was the experience of the 
attractive—but not relatively competi- 
tively-priced—Longwood _ Redevelop- 
ment in Cleveland. An exception was 
the reasonably priced (single-family, 
sales house) and slow moving redevelop- 
ment project in Richmond, California. *4 
On the other hand, redevelopment in an 
area which is fairly large and marked for 
total treatment can attract middle-class 
whites when a minority of non-whites are 
housed in it. This has been demon- 
strated in architecturally attractive Capi- 
tol Park Apartments of the Southwest Re- 
development in Washington, D. C. and 
in the Gratiot Redevelopment in Detroit. 
Both of these are fairly high-rent and 
that fact alone has greatly limited non- 
white participation. 

Partial redevelopment and rehabilita- 
tion present more difficult problems. In 
the first place, frequently the old neigh- 
borhood which is the symbol of the threat 
of lower-class and minority families is not 
destroyed. Even if a new type of area is 
planned the physical evidences of the old 
remain. Where, as in the area around 


the University of Chicago, there is a 


sizeable amount of good housing and an 
enduring institutional base, the possibili- 
ties of success are enhanced. The urban 
renewal plan for the West Side of New 
York,**. which also involved spot clear- 


‘ance and a great amount of rehabilita- 


tion, is also favorably located. On the 


‘north is a large middle-income redevelop- 


ment project partially occupied and near- 
ing completion, on the east an attractive 


8 “Pilot Project Survives FHA Red Tape, Starts Blighted 
Area on Road Back,” House and Home, February 1959, p. 59. 

28 Urban Renewal (New York: New York City Planning 
Commission, undated) and West Side Urban Renewal Area 
(New York: Urban Renewal Board, 1959). 





predominantly upper middle-class resi- 
dential strip on Central Park West, on 
the south a middle-class strip on 86th 
Street, and on the west a traffic artery. 

In the Chicago and New York projects 
there has been great controversy as to how 
much public housing will be provided. 
In both instances the amount has been 
limited so that low-income families will 
be a definite minority of those in the 
areas. New York’s West Side will also 
have a sizeable amount of lower medium- 
rent facilities or reasonably priced co- 
operatives, but most of the shelter will be 
priced so as to attract middle-income 
households. There is no question that 
both the New York and the Chicago 
neighborhoods will be predominantly 
middle class. Both will have some non- 
white, low-income families and some non- 
white, middle-income households. But 
they will be predominantly middle- and 
upper-income white communities. 

Since conservation areas are subjected 
to the least amount of physical change, 
they share characteristics with most of 
the standard areas of existing housing. 
While the structures in such areas of the 
old city may be imposing in size and 
appearance, frequently they are archi- 
tecturally obsolete. This may occasion 
new property uses—rooming houses, con- 
versions to apartments of varying degrees 
of adequacy, or other forms of multi- 
family occupancy. Seldom are they 
suited for small families and their utiliza- 
tion by low-income households usually 
involves undesirable economic and social 
consequences, 

In some instances the location of con- 
version areas (in terms of proximity to 
present concentrations of non-white fami- 
lies) inspires acute fear of minority inun- 
dation on the part of present residents. 
Thus, the possibility of panic selling is real 
and immediate upon the entrance of non- 
whites. There is another complicating 
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factor. Present residents of these areas 
have not elected to live with non-white 
neighbors. The latter have come in 
after the neighborhood has been estab- 
lished as a racially homogeneous one. 
Thus there may be a feeling on the part of 
old residents that they had lost the 
opportunity to exercise freedom of choice 
in selecting non-white neighbors. In 
this regard they differ from those who 
move into a new or existing bi-racial 
community.*® The physical attributes of 
conservation areas and the process of 
change involved in establishing racial 
mixture complicate the process in such 
neighborhoods. 

Thus conservation areas present per- 
plexing problems to those who would 
attract and hold middle-class whites in 
the central city. At the outset it must 
be recognized that many parts of the 
core city are destined to be occupied by 
non-whites. Under present conditions 
they will provide the almost sole supply 
of housing for Negroes and other non- 
whites who seek better shelter and are 
achieving or have achieved sufficiently 
high earnings to pay for it. In addition, 
if the past is any indication of the future, 
many areas of this type will, should they 
lie in the path of the geographic expan- 
sion of existing racial ghettos, be occu- 
pied by house-hungry lower-income non- 
whites. 

The degree to which low-income 
minority families enter these areas de- 
pends upon several things. If there is an 
alternative supply of good housing which 

3¢ Henry G. Stetler, Racial Integration in Private Residential 
Neighborhoods in Connecticut (Hartford, Connecticut: Con- 
necticut Commission on Civil Rights, 1957) pp. 72-5. Of 
course, as has been observed, when one buys or rents in any 
neighborhood, one has no vested right in its composition. 
This was emphatically delineated by the 1948 decision of 
the Supreme Court which outlawed judicial enforcement of 
race restrictive housing covenants and in the rise of non- 
discrimination housing legislation. As a practical matter, 
however, many people do react to what they consider their 
freedom of choice in this regard and nothing in the law pre- 


vents families from moving away from neighbors they do 
not like. 


better fits the family needs and pocket- 
books of non-whites, the process will be 
delayed. If housing and occupancy 
standards are enforced—a thing that is 
unlikelcy unless there is an alternative 
supply*’—this too will slow up racial dis- 
placement. And of course the extent to 
which the central city becomes more 
attractive to whites will lessen the avail- 
ability of such housing to non-whites, 
At the same time, however, the volume 
of migration of non-whites to urban 
centers will be a major factor in deter- 
mining the demand for housing on their 
part. Finally, in proportion as we con- 
tinue to concentrate upon clearing slums 
inhabited by non-whites the process of 
racial displacement will take place else- 
where in the city. 

In recent years there has been a series 
of attempts on the part of middle-class 
neighborhoods to stay the departure of 
whites with the arrival of colored resi- 
dents. To date, most if not all of these 
have been delaying tactics at best.** 
Perhaps if such efforts were a part of an 
over-all program involving new open-oc- 
cupancy construction, action for spread- 
ing the non-white demand over a larger 
area of the central city, prevention of the 
engineering of panic selling by real estate 
operators, better enforcement of housing 
and occupancy codes and effective action 


87 “For many years a high-class residential enclave around 
the University of Chicago, Hyde Park-Kenwood began de- 
veloping pockets of slums, then found itself turning from a 
white to a Negro neighborhood. Concerted community 
action, with citizen participation on a scale perhaps un- 
matched in the nation, has done much to slow the drift 
toward blight. Moreover, the > parma set out to do 
so on a deliberate interracial basis . « Leaders of the 
effort found out how to make the city government help them 
enforce decent living standards. But continuing Negro 
pressure for more housing raised doubts as to whether this 
unique and Peon effort could succeed in the face of 
overwhelming odds .. . . By the end of 1955 physical con- 
version of apartments into cell-like slum structures .... 
had been stopped cold .... But. conversion by use— 
moving three or four families into one apartment—had not 
been stopped.” (Martin Millspaugh and Gurney Brecken- 
feld, The Human Side of Urban Renewal (Baltimore, eee 
Flight-Blight Inc., 1958), pp. 91 and 105-6. 

38 Loc. cit. See also Mayer, op. cit. 
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to open the suburbs to non-whites, such 
programs might succeed in maintaining 
the bi-racial character of some well- 
located and attractive neighborhoods. ** 


The Role of Good Schools 


Up to this point little has been said of 
family composition and its implications 
for middle-class residence in the central 
city. Most of the urban renewal projects 
mentioned are designed for small families 
and the most successful of them house few 
young people of school age. A recent 
analysis of the demand for renewal and 
redeveloped housing in downtown Phila- 
delphia eliminates families with children 
as a source of occupants, suggesting that 
such families would gravitate to “‘the 
massive sections of slums and deteriora- 
tion that lie beyond the central core.”’‘° 
There they would look for single-family 
houses or garden-type apartments. 

Obviously, the needs and requirements 
of upper- and middle-income families 
without children are quite different from 
those who have youngsters. For the 
latter, schools are important. Among 
those of large incomes (and to some 
degree among the less prosperous) the 
possibility of using private schools may 
cause little concern for public educational 
facilities. In many northern cities paro- 
chial schools serve a similar purpose. *! 

8° The same analysis applies to the use ofquotas as a means 
of effecting and perpetuating interracial neighborhoods. 
Aside from the troublesome questions of their violation of 
fair housing laws, they do not offer permanent barriers 
against the economic pressure of a concentration of non- 
white demand on one or a few locations. (For a description 
of the case for quotas, see Oscar Cohen, “The Benign 
Quotas in Housing,” Phylon, First Quarter (Spring) 1960, 
pp. 20-29). My analysis suggests that benign housing quotas 
are as temporary a means of stabilizing bi-racial areas as 
race restrictive housing covenants were to do the opposite. 


For a discussion of the latter point, see Weaver, The Negro 
Ghetto, Ch. XIII. ‘ 

«©Chester Rapkin and William G. Grigsby, Residential 
‘Renewal in the Urban Core (Philadelphia, Pennsylvania: 
University of Pennsylvania Press, 1960), p. 118. 

41°A significantly high percentage of purchasers in non- 
homogeneous ‘mixed’ areas have been found to be families 
who, if they had school-age children, were sending them to 
relatively homogeneous (Roman Catholic) schools.” (The 
Demand for Housing in the Eastwick Redevelopment Area, Interim 


Most knowledgeable observers con- 
sider schools a basic factor in attracting 
or holding middle-class families in the 
central city.‘* Indeed in the Russel 
Woods area of Detroit, concern for edu- 
cation of children seemed to be the most 
important element motivating liberal 
families to leave their desirable homes. ** 
This too is often as much of a class as a 
racial phenomenon. In Cleveland, for 
example, middle-class Negroes entered 
the comfortable homes in the outlying — 
Glenville section of the central city after 
World War II. More recently, as large 
numbers of low-income non-whites have 
entered the area, some of the earlier 
Negro residents have moved a second 
time, entering the more exclusive and | 
prestige-laden Shaker Heights section. 
Many of those involved explain their 
action on the basis of the superior schools 
in the latter location. On the other hand, 
in Russel Woods and elsewhere, the 
existence of synagogues and other institu- 
tions related to Jewish life and religion 
was a strong factor in holding the white 
residents. Provision of similar facilities 
in the suburbs facilitated subsequent de- 
parture of many of these families.‘ 


One student of the racial aspects of 
housing has proposed abandonment of 
the rule requiring children to attend a 
neighborhood public school and pro- 
vison of special facilities for the middle- 
class oriented families. Thus, heter- 
ogeneity in residential patterns would be 
purchased at the cost of homogeneity in 


Report, June 1956, Table XXIV, p. 42 (Philadelphia) 
cited by John W. Dyckman, ‘“‘Comment on Glazer’s School 
Proposals,” Journal of the American Institute of Planners, No- 
vember, 1959, footnote 2, p. 197.) ! 

42 “Studies . . . provide confirmation for the general 
hypothesis that in certain large northern cities, choice of 
school is at least as sensitive as choice of residence to the 
pull of ‘homogeneity,’ and for some may play an important 
part in residential choice.” “Comment on 
Glazer’s School Proposals,” op. cit., p. 197). . 

43 Albert J. Mayer, “Russel Woods: Change Without 
Conflict,” op. cit., pp. 215-16, 219. 

4 Ibid., pp. 212, 216, 219. 
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public schools.‘ It has been pointed out 
that special schools of the type suggested 
might well fail to preserve or facilitate 
heterogeneity in residential patterns, re- 
inforcing “islands of upper-income white 
occupancy in an ethnic sea of educational 
proletarianization.”‘* In light of the 
growing political power of non-whites in 
northern urban areas such a consequence 
would sow the seeds of its own destruction 
—and that of urban renewal in the 
process. 


Public schools are a symbol and an 
instrument of democracy. While their 
programs can and should be tailored to 
meet the needs of students, the whole 
trend in the nation, as dramatized by the 
Supreme Court decision of May 1954, is 
away from racial segregation. This of 
course is not to say that every child re- 
ceives the same training but it does call 
for no arbitrary assignment to schools on 
basis of color or class. It is compatible 
with an. open system which, within a 
given school, assigns pupils to educational 
programs which meet their needs, pro- 
vided that the system is fluid and based 
upon some universally applied criteria 
for assignment. The latter must be a 
reflection of ability and not social status. 
The track system now in operation in 
Washington, D. C. is one which seems 
to meet these requirements. 


But there is still another requirement. 
It is a system which avoids the implica- 
tions or consequences of separate identi- 
fication by tracks. This has been ac- 
complished in one school on the .West 
Coast where there are several curricula 
for students of differing aptitudes. How- 
ever, all students of a given grade have a 
common homeroom or common home- 





4s Nathan Glazer, “The School as an Instrument in 
Planning,” of the American Institute of Planners, No- 
vember 1959, pp. 191-6. ' 

4¢J. W. Dykman, “Comment on Glazcr’s School Pro- 


posals,”’ op. cit., p. 196. 
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rooms, regardless of differences in educa- 
tional programs. Such arrangement is 
not only productive of identification with 
a common institution for all but it is also 
compatible with the concept of a demo- 
cratic public school.*? 


Just as most middle-class families, if 
they have an alternative, will not long 
remain in a neighborhood where they are 
a minority so they will not long send 
their children to a school where they are 
a minority. Middle-class whites with 
children will remain in the central city 
in large numbers only if they have 
access to a middle-class oriented, educa- 
tionally satisfactory public school or can 
afford private or parochial schools. The 
degree of possible class and racial mix in 
a neighborhood is lessened, therefore, 
when school-age children are involved. 
It can be conceived however that as the 
number of stable bi-racial neighborhoods 
increases, tolerance for this type of living 
will grow. In light of the importance of 
prestige considerations in the selection of 
housing, it may well be that this process 
will be accelerated through the creation 
of attractive, newly constructed, racially 
mixed neighborhoods in the central city. 
The efficacy of the latter will be mini- 
mized as long as the suburbs remain 
essentially racially homogeneous. 


Public schools in the central city 
cannot compete with their ‘suburban 
prototypes on terms of the latter. The 
city public schools can never match the 
snob appeal of many suburban ones. Sel- 
dom can they assure the. same degree of 
class or racial homogeneity nor can they 
equal the spaciousness of the surrounding 
campus. But they can be good schools. 
Indeed if they are specialized high schools 
concentrating on specific fields, they can 
be better schools. This is demonstrated 





«7 See James B. Conant, The American High School Today, 


New York: McGraw-Hill Book Company, 1959, p. 74. . 
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CLASS, RACE AND 


by certain technical schools, fashion 
schools, and performing arts high schools 
in New York City. Emphasis. must be 
upon high scholastic standards, adequate 
discipline in the school, and exploitation 
of the opportunities for cultural enrich- 
ment which urban life offers. While 
these potentialities will not be given a 
chance to flower if middle-class white 
parents feel that low-income and minority 
group children are to be a large element 
in the student body, they are possible of 
achievement in a city school which is not 
homogeneous. Proof of this is the effort 
prestige private schools have made for 
years to attract and enroll children of 
poorer parents and from non-white 
households. The administrations and 
parents of many of these schools lament 
the fact that such enrollment is not larger. 

At the same time the central city 
public school has a unique character to 
sell—a degree of class and racial hetero- 
geneity which will teach young people to 
livé with other children of varying back- 
grounds.‘® Many middle-class families 
are acutely aware of the importance of 
this in a democracy; in the world today 
it has even more pressing international 
implications. Unfortunately, realization 
of its desirability is far from accepting 
situations in which there is hetero- 
geneity.‘® This is due largely to fear 
that some class and racial mixture will 
lead to an inevitable lowering of aca- 
demic and discipline standards and an 
ultimate minority status for white chil- 
dren in the school. It is also manifesta- 
tion of apprehension lest there may be 





«8 Ibid., pp. 75-6, 

«* The inclination of liberal, middle-class white families 
to offer lip-service to the desirability of racial heterogeneity 
in schools results in some peculair situations. Frequently, in 
an effort to establish the form of bi-racial student bodies, a 
few non-whites are either admitted or actively sought. This 
is most prevalent in private schools and the minority 
group students are “‘special” in more ways than the obvious. 
While potential guilt of liberal whites may be assuaged, the 
non-white symbol of integration may suffer from a forced and 
artificial gesture. 
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loss of social status in living in a pre- 
dominantly non-white neighborhood or 
having one’s children in a school with 
large Negro enrollment. If, however, 
the public school is geared primarily to 
the educational goals of middle-class- 
families, it can and will attract and hold 
many middle-class white children even 
though some lower-income and middle- 
class minority pupils are included. 

Another attraction which the school in 
the central city can have is to afford a 
richer and more meaningful education. 
This suggests delineation and exploita- 
tion of the educational advantages of the 
central city. The many cultural institu- 
tions located in the central city—its 
theatres, museums, concerts, and the 
like—are great assets. The school pro- 
gram should utilize fully and dramati- 
cally these facilities of the central city. 

With all of this, there will be fear and 
apprehension on the part of middle-class 
parents. Over the long run, this can be 
met only as the living standards, oppor- 
tunities, and assimilation of those least 
advantaged in the city are increased. 
Here too the public schools have a basic 
but not an exclusive role. In those areas 
where the schools serve large numbers of 
migrant, low-income, and minority fami- 
lies, programs need to be developed to 
accelerate their adjustment to urban life. 
Included among these are activities for 
remedial work, the discovery and nurture 
of talent, curriculum enrichment, reach- 
ing parents and involving them in com- 
munity problems related to schools, and 
the preparation of teachers who under- 
stand the cultural problems involved. 

All of these programs and activities 
will hold only some of the middle-class 
families now in the central cities. They 
will be more effective in attracting back 
to the city others who are exhausted or 
disillusioned with suburban life. But 
unless we begin now to deal with them, 
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the trend of certain groups away from 
the city will continue—and probably at 
an accelerated rate. Certainly, in assess- 
ing the potential demand for medium- 
priced housing in the central city, an im- 
portant variable is the success we have 
in creating and maintaining public 
schools which have an appeal to the 
families involved. 


The Class and Race Mix of the City 
Tomorrow 


This analysis suggests that in northern 
and border cities there can be a degree 
of class and racial mixture compatible 
with attracting and holding middle-class 
whites. In the expensive and upper 
medium-rental apartments and sales 
houses this presents few problems of 
planning. The income structure assures 
only token participation by non-whites 
and of course eliminates the low-income 
group. If the desirable mix (from the 
point of view of maintaining large num- 
bers of medium-income families) in- 
volyes limited participation of low-in- 
come households, this too can be achieved 
by redeveloping or renewing areas large 
enough to establish their own identity 
and limiting the amount of low-cost 
housing. This however implies the re- 
sponsibility for providing in attractive 
locations an adequate supply of low-cost 
units and cessation of such widespread 
dislocation of families as has typified 
urban renewal to date. 


It is at the level of medium-cost hous- 
ing that real problems arise. The non- 
white and particularly the Negro housing 
market includes a growing number of 
families ready, willing, and able to pur- 
chase or rent such shelter. If the market 
is open to them in only a few locations at 
any one time the “tipping point” may 
soon be reached in any ono or two de- 
velopments. As was indicated above, 


opening the suburbs to non-whites is one 


of the necessary prices for attracting and 
holding middle-income whites in the 


central city. °° 


Cessation of widespread dislocation of 
low-income families was suggested in the 
earlier discussion of high and upper- 
medium-cost housing. It was proposed 
there from the point of view of political 
expediency and equity. It is pertinent to 
the discussion of medium-cost housing for 
another reason. As long as large num- 
bers of low-income families are uprooted 
by slum clearance they are a potential 
source for the displacement of middle- 
income families elsewhere in the com- 
munity. This is especially true when they 
are colored and limited to a racially re- 
stricted market. 


A final approach, applicable chiefly to 
conservation areas, is to perfect tech- 
niques for stabilizing racially transitional 
neighborhoods. To be effective they 
must be an element in a comprehensive 
program for expanding the supply of 
housing available to non-whites at all 
price levels. Also, it must be realized 
that there are some neighborhoods which, 
because of location in relation to the 
growth of areas of non-white concentra- 
tion, will not respond to this treatment. 
This only illustrates that cities are not 
static institutions. Their physical facili- 
ties change and their people move. The 
problems of class and color can never 
be solved in any one neighborhood. 
Today they cannot be solved in the 
central city. They are problems of 
metropolitan areas. 





8 This is a complex matter. It would operate as suggested 
above by (1) syphoning off some of the middle income de- 
mand for housing among non-whites from the central city; 
(2) removing the attraction of racial homogeneity from the 
suburbs; (3) reducing the snob appeal of racial exclusiveness 
since no area could assure it; (4) reducing the threat of 
“tipping” in any one racially open neighborhood. 
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If this analysis is valid, it has signifi- 
cance for the kind of cities we may expect 
in the next generation. While the size 
and squalor of slums may be decreased 
we shall not clear all of them. Poverty, 
rejection, and a certain amount of indi- 
vidual choice® will dictate their per- 
petuation. Through better schools— 
in terms of plant, quality of teaching and 
effective programs to reach low-income 
families—the economic and social status 
of many slum residents can be raised. 
If we perfect and apply techniques to give 
the newcomers a feeling of belonging and 
provide meaningful assistance to the 
normal as opposed to the problem family, 
there can be greater occupational, edu- 
cational and residential mobility among 
this group. For these approaches to 
work, our urban populations will have to 
be less color-conscious; and anti-dis- 
crimination housing legislation affecting 
the suburbs as well as central cities will 
be required. We need also to develop 
more tolerance to variations from es- 
tablished middle-class values and be- 
havior. *? 


_ American urban centers will not soon, 
if ever, become a total of class and racial 
heterogeneous neighborhoods. Realistic 
and courageous planning, constant pro- 
gress toward open occupancy, continued 
economic advancement on the part of 
the disadvantaged, progress in dealing 
with transitional neighborhoods, an ex- 
panding supply of housing suited to 
the family needs and pocketbooks of 
low-income and lower medium income 





‘John R. Seeley, “The Slum: Its Nature, Use, and 
Uses,” Journal of the American Institute of Planners, February 
1959, pp. 7-14. 

#2. C. Weaver, “Human Values of Urban Life,” Pro- 
ceedings of the Academy of Political Science, June, 1960. 
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households, good schools, and the de- 
velopment of techniques to upgrade at 
a reasonable cost much of the existing 
housing supply will enable our cities 
to develop and maintain neighborhoods 
with varying degrees of class and color 
heterogeneity. But most of these will 
be predominantly of one income level; 
some will be almost exclusively non- 
white; a few will have a small number of 
medium-income non-whites; and others 
will be integrated in varying degrees. 

What of the central cities? They will 
survive. Indeed, their demise, largely on 
the same grounds cited as threatening 
them today, has been foretold many 
times in the past.** Of course, they will 
be different. For years to come they will 
have trouble attracting and _ holding 
middle-income white families with chil- 
dren. As long as there are private and 
parochial schools, some such households 
will remain. To the degree that rede- 
velopment, renewal, and conserved neigh- 
borhoods, as well as areas which are left 
alone, become or continue to be identified 
as middle class, there will be middle- 
income whites with children in the 
central cities. Good public schools and 
other satisfactory public facilities will 
augment the number. Almost equally 
important will be the success we have in 
utilizing housing codes and other tools 
to raise the general level of housing, in 
developing realistic school programs to 
raise motivation and achievement in 
all schools, and in applying effective 
techniques for accelerating the occupa- 
tional, residential, and social mobility of 
the growing number of newcomers who 
are entering and will continue to enter 
our cities. 

58 Louis Winnick, Facts and Fictions in Urban Renewal, p. 18. 





Economic rane in the United Arab Republic: 
A Study in Resources Development 
By RAGAEI EL MALLAKH* 


ie HAS BEEN over two years since the 


establishment of the United Arab 
Republic. Yet a startled world has not 
overcome its initial reaction to the 
historic merger between Egypt and Syria, 
two nations as old as history itself.1_ One 
finds that, although the political aspects 
—particularly the viability of the union— 
have received wide attention, no serious 
attempt has been made to study ade- 
quately the economic implications of the 
union.? 


The aim here is to discuss the economic 
aspects of the merger with emphasis 
on prospects for economic development 
rather than on prediction, which in the 
sphere of the ever changing Middle 
East is more often erroneous than ac- 
curate. First this analysis will deal 
with the economic measures taken by 
Egypt and Syria as independent republics 
before the Union and leading up to it. 
This will be followed by a comparative 
study of the structural economics of the 
Egyptian and Syrian regions of the new 
republic, showing the complementary 
and competitive effects of one upon the 
other. The third part will be concerned 
with the economic difficulties arising 
from the natural and artificial barriers 
between the two regions. Finally, refer- 
ence will be made to the actual as well as 
the potential measures for economic de- 
velopment in the United Arab Republic. 





‘* Department of Economics, University of Colorado. 

1S. H. Longrigg, “The Groupings Among the Arab 
States,” International Affairs, July 1958, P. 305. 

The question of political unification has been the 
subject of ample discussion of late, especially in the book by 
Fayez A. Sayegh, Arab Unity (New York: The Davin-Adair 
Company, 1958), pp. 179-189. 


Economic Measures Leading Toward 
Unification 

The measures to unify the two coun- 
tries economically have been taken grad- 
ually and quietly without the glaring 
publicity often given political declara- 
tions. However, these measures have 
cleared the pathway for the most sig- 
nificant movement for unity in the 
Middle East. Recent multilateral efforts: 
for unity can be traced back to World 
War II with the formation of the Arab 
League in 1945 and even before that with 
the creation of the Middle East Supply 
Center in 1941.8 While measures taken 
by the Middle East Supply Center were 
designed to counteract war problems of 
supply and shipping through stimulating 
regional coordination, those of the Arab 
League seemed to be motivated by the 
desire to bring the Arab countries closer 
and to strengthen their age-old ties. 
Although the original Arab League 
charter made provisions for political, 
economic, and social interchange among 


the Arab countries, action was slow and 


it was not until 1952 that any treaty of 
specific economic nature was concluded.‘ 
In 1953 an agreement was reached 
among the member countries to en- 
courage the transfer of private invest- 
ment funds in the Arab World. Under 
this agreement the contracting parties 
pledged themselves to allow their na- 
tionals to participate in economic de- 
velopment plans in other member states 
of the League. The capital transferred 

8 For further details concerning the functions of the middle 
East Supply Center see Martin W. Wilmington, “The 
Middle East Supply Center: A Reappraisal,” The Middle 
East Journal (Washington, D. C.), Spring 1953, pp. 146-148. 


«League of Arab States Treaty Series: Agreements and 
Conventions (Cairo, Egypt: 1956). 
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from one member state to another would 
not be subject to any levy or tax. Other 
measures of a collective nature under the 
auspices of the League included _prefer- 
ential trade agreements among member 
states. Provision was made for a 25- 
percent tariff reduction on certain in- 
dustrial imports among the member 


‘states. This percentage was later subject 


to change in the direction of encourag- 
ing the exchange of goods and materials 
among Arab countries. Often the effec- 
tiveness of such liberal measures had to 
be postponed until political differences 
among newly independent and sover- 
cignty-sensitive states were resolved. ° 


.. In order to achieve closer ties than 
those reached by multilateral. measures 


‘adopted within the collective framework 
-of the Arab League, bilateral agreements 
‘were sought between the republics of 


Syria and Egypt. The most significant 
agreement between the two republics was 
an economic union reached in September 
1957, This agreement provided for the 
freedom of mobility of physical and 
human resources. It allowed freedom of 
transactions, exchange of residence, of 


-employment and of ownership. The two 
“parties agreed to work for the unification of 
‘custom duties and export and import 


policies, and to co-ordinate the policies 
with respect to agriculture and industry. 
Also, co-ordinated monetary policies and 


consolidated methods of statistical classifi- 


cation were to be adopted. At the same 
time it was agreed that an Egyptian- 


Syrian committee be created to recom- 


mend practical measures for insuring 
complete economic unity. The com- 
mittee was to report to both governments 
within three months of the daté of the 


. §For the full text see “Convention for Facilitating Trade 
Exchange and Regulating Transit Trade Between States of 
the Arab League,” Basic Documents of the League of Arab 





_ States (New .York: Arab Information Center, 1955), pp. 


27.35, 
*F. A. Sayegh, op. cit. pp. 168-169. 
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agreement. These bilateral measures and 
the events which followed them in less 
than a year seem to have been more 
effective in bringing about. the actual 
unity than were the multilateral actions 
of the preceding decade. This develop- 


‘ment reached its political climax in the 


formation of the United Arab Republic, 
It is unrealistic to deemphasize the non- 


“economic, particularly the political mo- 


tives in bringing about this national 


union or to believe that the declaration 


of the establishment of the United Arab 
Republic has accomplished complete 
economic unity between its two regions. 
Yet, precisely because of the political 


_success economic co-ordination became 


more easily accomplished and appreci- 
ably more desired. Rigorous steps have 
been taken since then to co-ordinate 
economic conditions between the Egyp- 
tian and Syrian regions of the new re- 
public. In September 1958 the ministers 
of Economy and Commerce of the 
United Arab Republic agreed to exempt 


‘from custom duties all goods of local 


origin imported from either region with 
few exceptions.” At the same time, im- 
port licensing requirements with respect 
to intra United Arab Republic (herein- 
after referred to as U.A.R.) trade -was 
abolished. Agreement was also reached 
providing for all payments. between the 
Egyptian and Syrian Regions to be 
effected through an account in Egyptian 
pounds at the National Bank of Egypt, to 


-be called the Syrian Region Account. 


Net balances settled annually are not 
limited and will bear no interest charge. ® 

On the fiscal front economic unity was 
reflected in the adoption of a U.A.R. 
Central Budget. for the fiscal year be- 

* Commodities remaining subject ‘to full payment of 
duties included tobacco, sugar, and salt. Exemptions of 50 


percent of the regular duties were allowed on imports of 
synthetic yarns and fabrics, glass, leather products, and 





* carbanated beverages. 


* International Monetary Fund, International Financial 
News Survey (Washington, D. C.), November 7, 1958. 





254 


ginning July 1, 1958. This Central 
Budget is to be financed by contributions 
from the budgets of the Egyptian and 
Syrian Regions.® Expenditures of the 
new budget are to cover the costs of the 
Presidency, the National Assembly, the 
Ministry of Foreign Affairs and the 
Armed Forces. The Ministry of Economy 
and the Ministry of Education were later 
added as unified departments for both 
regions. 


Equally as important in the cementing 
of economic ties as the reorganization of 
departmental machinery and budgetary 
matters was the introduction of land 
reform laws in the Syrian Region. The 
new laws closely parallel the decree 
issued in the early days of the Egyptian 
Revolution and aim at closing some of 
the social and economic gaps which may 
have existed because of the disparities 
and differences between the land tenure 
systems in both regions. 


In external economic relations single 
actions by Egypt or by Syria were aban- 
doned in favor of a unified line of action 
to be adopted by the U.A.R. and worked 
out under its name. Already negotia- 
tions have been entered and agreements 
have been concluded concerning financial 
and commercial matters between the 
U.A.R. as a single sovereign power and 
other powers such as West Germany, 
Japan and France. A further measure of 
unification which was taken to solidify 
the U.A.R.’s position in the world’s 
economic sphere was the act of applying 
to and becoming a member of the Inter- 
national Monetary Fund on July 16, 
1958. Thus the U.A.R. was formally 
recognized as being economically and 
financially one country with one quota to 
meet for the Fund. 

* At the time of the formation of the Central Budget, the 


Syrian Budget was shifted from a calendar year basis to a 
July-June basis. 
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Supplementary and Competitive Aspects 


The foregoing measures, important as 
they are in making the economic union 
between Egypt and Syria workable, left 
many difficulties unsolved and many 
questions unanswered. The process of 
unification itself is still largely an eco- 
nomic blueprint, broadly projected in 
bureaucratic measures and reflected in 
the activities of the multitude of official 
agencies. Meanwhile the traditional life 
among the majority of the populations in 
both regions goes on not undisturbed 
but basically on the same pre-union 
pattern. But measures taken over a 
short period of time to unify the econo- 
mies of any two nations, no matter how 
closely related, are not expected to 
change the age-old economic structure 
overnight and to deal adequately with the 
questions left unanswered concerning the 
competitive and supplementary opus 
of the two regions. 


It is difficult to discern at first glance 
any important supplementary character- 
istics in the economies of Egypt and 
Syria. If they have anything of a com- 
plementary nature it seems to be over- 
shadowed and submerged by the seeming 
similarity of their structural economy. 
Both have agriculturally-oriented econo- 
mies with similar crops and _ similar 
problems. Both regions depend sub- 
stantially on cotton as a main crop. An- 
other initially observable feature which 
seems to be shared by both regions is in- 
dustrialization, either contemplated or in 
progress during the last decade or so. 


On second glance some of the com- 
petitive characteristics of both regions 
seem either to be fading away into the 
background or to be lacking in real 


evidence. Furthermore, to assume that 
industrialization would result in com- 
petitive rather than supplementary re- 
sults seems to be a common and question- 
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able generalization, often stated and 
hardly examined with respect to most 
_underveveloped areas, including the one 
_under question. 


Because of the apparent difficulties in- 
volved in recognizing and evaluating 
what is competitive and what is supple- 
mentary, particularly in agriculture 
where they seem to be _ inextricably 
mingled, and because any strength of 
unity depends ultimately upon the fullest 
‘utilization of economic differences exist- 
ing in both regions for the common 
interest, an inquiry into the structural 
background of both economies becomes 
essential. But any study of the economic 
structure of both regions, having the 
purpose of distinguishing between simi- 
larities and differences, has to take into 
‘consideration not only the differences in 
natural resources but the allocation of 
these resources. !° 


Thus this study of the economic struc- 
ture may start with a reference to the 
_population-area question in both regions 
of the Republic. According to the latest 
official estimates the Syrian Region had 
.a population of 4,025,000 living on an 
area of 72,234 square miles, of which 
almost one fourth or 11.5 million fed- 
dans" are under cultivation, thus making 
a ratio of 2.9 feddans per person. On 
the other hand the Egyptian Region with 
a relatively large area of 386,198 square 
miles (or about twice the size of the state 
of California) uses only four percent of 
that area, or six million feddans of 
cultivated land, to sustain a population 
of over 24 million persons. The man- 
land ratio of .25 acre to each person in 
the Egyptian Region as compared to that 
of the Syrian Region indicates that, 


10 Statistics of foreign trade alone do not give an accurate 
picture of these supplementary and competitive aspects 
because of the abolition of custom duties and the change 
from international relations to national relations. 

11 One feddan equals 1.038 acres. 
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theoretically speaking at least, there is a 
possibility of shifting the population from 
an overcrowded area to a more roomy 
area. While this possibility may prove 
to be complicated in terms of plans of 
economic development, it exists and it 
emphasizes an important supplementary 
aspect. 

In the area of natural resources agri- 
cultural production will be dealt with 
first. Cotton, as previously indicated, .is 
by far the most important and most 
valuable industrial crop in the Egyptian 
Region. The Egyptian soil and climate 
are particularly ideal for high-grade 
cotton growing. Since the time of the 
Civil War in the United States when 
European demand for non-American 
cotton was stimulated, Egypt has special- 
ized in that vital crop, holding a com- 
parative advantage in long staple cotton. 
In recent years Egypt has been produc- 
ing about 70 percent of the world produc- 
tion of extra long staple cotton and 40 
percent of the total production of long 
staple cotton. The value of the cotton 
crop has accounted for two thirds of the 
total value of the major Egyptian crops 
and about ten times the value of the 
wheat crop. Furthermore, Egyptian 
cotton has commanded a premium price 
in world markets and has accounted for 
more than three quarters of total ex- 
ports. In the Syrian Region cotton, 
commercially introduced after World 
War II, has become increasingly im- 
portant ‘and amounted to about half of 
the total value of Syrian exports: just 
before the merger.'? But Syrian cotton 
differs in quality from Egyptian cotton in 
that it is of short and medium staple 
varieties and thus does not compete 
directly with Egyptian cotton. The 
Egyptian Region produces seven main 

18See United Nations Department of Economic and 
Social Affairs, “Economic Development in the Middle East, 


1956-1957,” Supplement to World Economic Survey, 1957 (New 
York: 1958), p. 120. 
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types of cotton: Karnak, Menoufi, 
Guiza 30, Guiza 47, Guiza 45, Ashmouni, 
and Dandara. Karnak and Menoufi 
have a long staple length of about 134’ 
and are grownin almost two-thirds of the 
total area devoted to cotton cultivation. 
The Syrian Region has two main types 
of cotton. The irrigated cotton has a 
staple length of 1% inches and very 
roughly corresponds to the Egyptian 
Ashmouni. The non-irrigated cotton 
ranges from % to one inch and is con- 
sidered without an actual counterpart 
among the Egyptian varieties. ) 

The second most important industrial 
crop in both regions is sugar. Yet, while 
both regions are surplus producers of 
different types of cotton, they are deficit- 
producers of sugar. Furthermore, each 
tegion specializes in a different type. The 
Egyptian Region produces mainly sugar 
cane with an estimated crop of over four 
million Metric Tons. Recent attempts 
to introduce sugar beets on a commercial 
scale have not been successful. The 
Syrian Region specialized in the sugar 
beet. Though introduced recently it is 
becoming an important Syrian product 
with the 1955 crop of 35,000 M.T. being 
doubled in 1957. As the total amount 
produced in the U.A.R. could hardly 
offset growing demand, an increase in 
either region’s share could be considered 
supplementary. 

A more obvious situation exists in the 
case of food grain crops. The Egyptian 
Region’s annual production of wheat 
usually amounts to 1.5 million M.T. 
This is compared with a Syrian crop 
which varies from one year to another 
and fluctuates more greatly than that of 
Egypt due to differences in climate and 
dependence on rain rather than steady 
irrigation. It reached an all-time record 
of 0.8 million M.T. in 1956. In normal 


National Bank of Egypt, Economic Bulletin (Cairo, 
Egypt: Vol. XI, No, 1958), p. 12. 





years “Syrian output of: wheat usually 
allows for substantial amount of exports 
reaching to one third of its volume. The 
rapidly growing Egyptian population has 
become increasingly dependent on wheat 
imports to supplement local output in 
meeting a total annual Egyptian wheat 
consumption of about 2.5 million M.T. 
Here the complementary relationship of 
one of two regions can clearly be seen, 
Even before the merger this relationship 
existed and Syria exported a great deal 
of its wheat surplus to Egypt in. accord 
with a ten-year trade agreement reached 
in 1957. ; 
The supplementary aspect is equally 


. obvious in the case of barley where the 


Syrian output in good years amounts to 
over half a million M.T. or about fourfold 
the Egyptian crop and has allowed for 
important exports to the Egyptian Re- 
gion. The same relationship has existed 
regarding rice but with the Syrian Region 
importing more than 9,000 tons a year 
from the Egyptian Region. This rela- 
tionship has been established for some 
years as Egyptian exports of rice have 
been annually increased as a result of ex- 
pansion at the expense of other grains 
and by virtue of continued reclamation. 

Less important differences in agricul- 
tural composition between the two re- 
gions exist in the production of fruits. 
Although as part of the Mediterranean 
Area both regions produce a wide variety 
of fruits, they differ widely in specializa- 
tion. For example, the Syrian Region 
concentrates on olives, producing about 
78,000 tons in 1956 compared to the in- 
significance of the Egyptian output. 
Other Syrian fruit products are non- 
existent or exist only on a non-com- 
mercial scale in the southern region of the 
Republic. These include apples, cher- 
ries, walnuts, almonds and _ pistachio 
nuts. . Exports of these products to 
Egypt formed an important part of the 
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SANS PARES 


economic development. 


foreign trade before the formation of the 
U.A.R. 

The foregoing comparative analysis of 
Egyptian and Syrian agriculture is not 
conclusive but it shows that, while the 


‘main crops are shared by both regions, 


they should be considered in terms of 


deficits and surpluses (as in the case 


‘of grain foods) as well as differences in 
varieties of products (as in the case of 
cotton and sugar), or complete lack of 


‘them in either region (as illustrated by 


the specific types of orchards). A study 


‘of forestry would also show that the 


Syrian Region has a rich variety of 
woods covering about one million fed- 


‘dans and producing oak and evergreen 


oak as well as different types of pines 


‘while the Egyptian Region lacks natural 


forests. 


"While there are no present indications 
of. extensive mineral deposits in the 


_U.A.R,, the differences between its two 
regions in terms of mineral wealth assume 


considerable importance. The Egyptian 
Region is by far the richer in minerals. 
Minerals there have been subject to 
earlier, much more advanced and con- 


‘sistent exploration and exploitation than ' 
they have in the Syrian Region. 
attempt will be made to discuss here the 


An 


extent of the utilization and the location 
of the U.A.R.’s mineral wealth, a topic 
which has received little attention as yet, 
but one which is expected to receive more 


‘attention and have greater significance 


as the U.A.R. completes its plans for 
Most. Egyptian 
mineral resources are located in the 
Eastern Desert. Ores occurring in that 
region contain the following minerals: 
lead, tungsten, chromium, talc, ilmenite, 
magnetite, and kaolin, uranium, gypsum, 
phosphates, iron ore and manganese.‘ 





%¢See Republic of Egypt: Ministry of Commerce and 


‘Industry, Opportunities for Industrial 


Development in Egypt 
Egypt: Government Press, 1955); p. 26; also 
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Also, deposits of iron ore are located close 
to Aswan in Upper Egypt. 

The Syrian Region, which seems to be 
less favorably endowed with minerals, 
possesses important deposits of bitumen 
or asphalt, the largest of which are situ- 
ated in Japal Bishri in the northeast and 
in Jibb al-Jarrah near Homs. A third 
deposit and the only one presently ex- 
ploited is located east of Latakia. A 
significant amount of salt is located in 
Jabbul Lake near Aleppo and in Jeirud 
Lake near Damascus. Drilling in Eastern 
Syria revealed the presence of con- 


siderable amounts of natural gas. There 


are also proven deposits of gypsum spread 
over wide areas. Other minerals such 
as lead, pyrites, chromite, and iron ore 
are known to exist but their commerical 
value is yet to be proven.'® , 


Exploitation of fuel minerals seems to 
be more active in the Egyptian Region. 
Oil has been the principal mineral ex- 
ploited and coal is not mined in any 
quantity. . Both the Egyptian and Syrian 
Regions are considered among the have- 
nots as far as oil is concerned; this is partly 
in terms of Middle Eastern standards, 
comparing these regions to the oil-rich 
neighboring countries such as Iraq:and 
Saudi Arabia. So far, oil has been ex- 
ploited only in the Egyptian Region of 
the U.A.R. Total output of Egyptian 
oil at present.is mainly from the Sinai oil 
fields and the newly discovered fields in 
the Ras Bakr area!* and is estimated at 
over 3. million tons (an amount equaling 
the total Western European production). 
This amount has. changed the situation 





Permanent Council of the Promotion of Natural Produc- 
tion, Egyptian Mineral Resources (in Arabic) (Cairo, Egypt: 


1954), p. 11. 


18 The International Bank for Reconstruction and De- 
velopment, The Economic Development of Syria (Baltimore, 
Maryland: Johns Hopkins Press, 1956), p. 9. 

16 The Egyptian Ministry of Industry announced in its 
statistical report that the output of crude oil from. Egyptian 
oll fields amounted to 1.8 million tons during aster wanna 
months of 1958, - : 
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-enabling Egypt to reach the long-sought 
objective of quantitative self-sufficiency in 
_oil and allowing for some exports. In 
the Syrian Region oil was discovered last 
year at Karatchuk but so far has not been 
put into production. Preliminary studies 
indicate that the field has promising 
potential.'? Coal was thought to be non- 
existent in both regions but recently the 
‘Ministry of Industry announced the 
discovery of considerable coal deposits at 
Uyum Mussa in the Sinai Peninsula. 
The utilization of the previously men- 
tioned local agricultural and mineral 
natural resources is the foundation of in- 
dustrialization of the U.A.R. So far the 
the Egyptian Region seems to have had 
_an earlier start and, perhaps because of 
its growing population, it has pushed in- 
dustrialization plans more actively than 
has the Syrian Region. This does not 
mean that the Egyptian Region has over- 
come its industrial problems. Recent 
research studies by the Ministry of In- 
dustries indicate that industry accounts 
for only eleven percent of the national 
income. It is estimated that this amount 
will be doubled when the Five Year In- 
dustrialization Plan (1957-1962) is com- 
’ pleted. a 
Any comparative study of Egyptian 
and Syrian industries should begin with 
industries present in both regions and 
then discuss those present in only one 
region. The major industry shared 
by both regions is the textile industry. 
The Egyptian textile industry is older 
and larger as well as more diversified 
than its counterpart in the Syrian 
Region. The industry gained momen- 
tum during the post-World War I 
period with the largest plants associated 
with the Misr group. The industry was 
stimulated by World War II with the 
incidence of shipping difficulties and the 
increased demand resulting from the 





11 News of the United Arab Republic, op. cit., August 20, 1958. 


presence of the Allied troops and a 
growing population. Now the Egyptian 
textile industry, employing about 150,000 
workers and using more than one million 
spindles, meets all of the coarse-cotton 
domestic requirements but consumes 
for that purpose fine Egyptian cotton. 
(Egyptian import restrictions prevent the 
importing of cheaper cotton.) Also it 
produces most of the fine-cotton products 
and synthetics required for the local mar- 
ket. Limited amounts of yarn and fine 
woven fabrics have been exported re- 
cently to the U.S.A. and Europe. The 
Syrian textile industry is younger and 
mainly the product of post-World War II 
efforts; it employs 35,000 persons in its 
various branches and it uses about 
100,000 spindles or one tenth of those 
used by the Egyptian industry. Before 
the merger Syria exported very small 
quantities of cotton cloth. It could not be 
called self-sufficient in cotton textiles or 
other textiles as textiles rank high on the 
import list.!* With the Egyptian industry 
using expensive fine cotton to produce 
coarse goods, the growing Syrian industry 
might be able to compete successfully 
with Egyptian textile mills by using 
cheaper raw materials. , 
Another important industry existing in 
both regions is sugar refining. The 
Egyptian sugar industry, which is the 
oldest in the Middle East, depends solely 
on sugar cane; in 1956 it produced about 
312,000 tons raw sugar and 289,000 tons 
refined. This was hardly adequate to 
fill the rapidly growing local demands. 
A project to supplement sugar cane pro- 
duction by raising sugar beets did not 
succeed in Egypt. In 1950 the Syrian 
Region started sugar production from 
locally raised sugar beets. With a total 
annual output of 50,000 tons of refined 
sugar or about 15 percent of the Egyptian 





18“Economic Development in the Middle East, 1956- 
1957,” op. eit., p. 142. bs 




















.and leather products. 





ECONOMIC INTEGRATION IN UNITED ARAB REPUBLIC 259 


production, Syria imports raw sugar.'® 
The output of sugar in the two regions, 
separately or combined, is not adequate 
for the fulfilling of the total demand in 
either region. In the direction of in- 
creasing sugar refining production, a 
new factory has been established recently 
in Damascus and together with other 
Syrian production is expected to meet the 
local demand for refined sugar. Pro- 
duction of vegetable oil is an old estab- 
lished industry in both regions. Syria has 
specialized in the olive oil industry for 
centuries; recent production is about 
12,000 tons a year, one quarter of which 
is exported.*° For a long time Egypt has 
been dependent on import of cotton 


_seed oil; Syria has produced cotton seed 


oil only since the introduction of cotton 
cultivation after World War II. Before 
the merger Syria was an exporter of 
cotton seed oil also. This could be con- 
sidered a supplementary aspect as the 
Egyptian Region suffers from a deficiency 
in oils, even in cotton seed oil, as indi- 
cated by foreign trade figures which 
show increasing imports of that com- 
modity from Communist China in 1957.?! 


' In the case of cement production the 
situation seems to be more complicated 
and competition is rife at present. Both 


regions are self-sufficient according to 
their present requirements and both 
export cement. Due to transportation 
costs and fuel costs, Syrian cement is rela- 
tively more expensive than Egyptian 
cement. Other growing industries found 


‘in both regions include the production of 


glass, cigarettes, matches, canned food 
These industries 
are limited in scope and in employment 
and are geared towards meeting local 
demands. The Egyptian Region is pres- 





' 4¢Bureau des Documentations Syriens et Arabes, Etude 


mensuelle sur Peconomie et le marche Syriens (Damascus, Syria: 
January 1958). 
80 Statistical Abstract of Syria, 1950-1956, Damascus, Syria. 
"National Bank of Egypt, Economic Bulletin, Vol. X, 
No. 2, p. 121. 


ently the main supplier of commodities 
from principal industries such.as iron and 
steel, producing per annum about 300,- 
000 tons of rubber tires with a yearly 
output of 400,000, oil refining with almost 
3 million tons of crude and refined. oil 
products. The chemical industry in the 
U.A.R. is-almost exclusively located in 
the Egyptian Region where an emphasis 
has been placed on the production of 
superphosphates and nitrate fertilizers. 
Last but not least is the film industry 
which is not only unique in the U.A.R. 
but also in the Arab world. The one 
hundred films annually produced. at 
Giza near Cairo provide all the Arabic 
film entertainment throughout the Syrian 
Region. While some of the foregoing 
Egyptian industries such as the steel in- 
dustry can hardly meet the present de- 
mand in the Egyptian Region,** the 
establishment of the U.A.R. and the 
removal of trade obstacles between the 
two regions is likely to cause more in- 
dustrial growth and provide a broader 
market as well as cause a reorganization 
of: priorities in consumption patterns ac- 
cording to the new economic situation. 


The Problematic Aspects of the Merger 


.The problematic aspects of the union 
between Egypt and Syria are too obvious 
to be overlooked in any estimate of the 
present situation or of possible future 
trends. The problems stem from various 


‘economic, political and social obstacles. 


To be sure, much has been gained al- 
ready by the continuous measures taken 
to overcome some of the hindrances. 
Here as elsewhere in this discussion the 
economic aspects will be the center’ of 
focus. The most apparent and perhaps 
most discussed obstacle is the fact that 
the two regions enjoy no common 
boundary. They are geographically sep- 





12 The Egyptian consumption of steel products is expected 
to reach 600,000 tons by 1960. 
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‘arated except by sea and air. There is 
certainly an obstacle in terms of trans- 
portation but it should not be exagger- 
ated, especially if we recall that land 
routes existing in this area of the world do 
not usually represent the quickest or 
cheapest means of carrying goods and 
services. Travel through the desert has 
proven to be costly and shipping by air 
rather than by land is gaining preference. 
Also, one must consider that the distance 
separating the two regions is only about 
120 miles, a short distance when con- 
considered in terms of national or inter- 
national trade or if compared to the dis- 
tance that separates East Pakistan from 
West Pakistan—over 1000 miles. 


Lack of common borders between the 
Egyptian and Syrian Regions is not the 
only obstacle to economic unity. Trade 
relations are handicapped by certain 
provisions of Law No. 131 made on 
September 1, 1958 (mentioned earlier) 

-which, while stipulating that custom 
duties on animal, agricultural, mineral 
and industrial products of U.A.R. origin 
are abolished, still provides for some im- 
portant exceptions and hinders the fullest 
utilization and most economic allocation 
of resources. The nine exceptions in- 
clude tobacco and products derived 
thereof. Sugar and salt pay full duty; 
‘and the duty on rayon yarn and fabrics, 
glassware, tanned leather shoes and aer- 
ated water is reduced by fifty percent. 
Securing free entry is not a simple matter. 
For commodities of U.A.R. origin, free 
entry must be established by a special 
certificate which necessitates prolonged 
procedures. The law considers an in- 
dustrial product to be of U.A.R origin 
_ when the value of local raw materials 
and labor represents at least 25 percent 
of the cost. To estimate this value and 
its proportion to the total cost is a time- 
consuming process and in most cases can 


not be other than an approximate evalua- 
tion at best. 


Another obstacle to U.A.R. domestic 
trade is one that existed in pre-merger 
times; it is the use of different currencies 
in the two regions rather than the use of a 
unified currency. It is true that -pay- 
ments between the regions are regulated 
by an agreement between the two Minis- 
ters of Economy that provides for current 
payments to be affected in Egyptian 
pounds through a Syrian Region Ac- 
count opened by the National Bank of 
Egypt. Yet this system does not help to 
remove red tape and solve the compli- 
cated problem of having a double cur- 
rency system in one sovereign state. The 
agreement contains a long series of 
provisions concerning current payments 
which are still subject to the exchange 
control regulations in force in. the two 
regions. The Ministers of Economy and 
Trade still have to authorize what trans- 
actions are to be effected and what are 
not to be effected outside the clearing 
account. Then there are the problems 
involved in deciding at the end of each 
year on the settlement of the account’s 
balance. Also, the rate of exchange 
between the Egyptian and Syrian panne 
has yet to be fixed. 


Conformity in legislation seems to. helio 
created problems particularly in con- 
nection with the enactment ‘of ‘the 
Syrian Agrarian Reform on September 
27, 1959. This law, which closely paral- 
lels a decree issued in the early days of the 
Egyptian revolution, is clained by: some 
Syrian farmers to be take insufficient ac- 
count of either the fundamental geo- 
graphical differences between the two 
regions or of the variation in environ- 
ment. Furthermore, it is claimed that 
maximum holdings of 200 acres in the 
Egyptian Region yield about three-fold 
that of the newly fixed maximum hold- 








ilua- 


estic 
Tger 
ACies 
of a 
pay- 
ated 
inis- 
rent 
tian 
Ac- 
k of 
D to 
ipli- 
cur- 


of 
nts 


ld 








ings of 200 acres of irrigated land or 500 
acres of non-irrigated land in the Syrian 
Region. : This problem should not be 
considered permanent as differences be- 
tween Egyptian and Syrian land and 
within Syria itself are likely to diminish 
with the constant change and increase in 
Syrian productivity and with the plans 
insuring the irrigation of cultivated land 
through irrigation projects (whose com- 
pletion is expected by 1961)** rather than 
relying on rainfall. Also, if one considers 
that limiting of the size of land holdings 
is likely to divert investments toward in- 
dustrialization rather than to the bidding- 
up of prices of land and that the Syrian 
industry is less developed than its Egyp- 
tian counterpart, the land reform laws 
may be somewhat justified by offsetting 
disparities in industrialization. 
Administrative difficulties hinder spon- 
taneous operations of day-to-day eco- 
nomic. activities in both public and 
private .sectors of the U.A.R. These 
difficulties-are related to the structure of 
the executive machinery which has been 
adopted since the union of Egypt and 
Syria. 
U.A. R. very few ministries were merged; 
those combined included the Ministries of 
Defense and of Foreign Affairs which 
were placed under one minister each. 
In other fields closely related to the 
economic development of the republic, 
such as the treasury, agriculture, industry 
and communications, two ministers for 
each department were appointed, one for 
each region. This situation brought 
about considerable delay and inaction re- 
sulting from a lack of coordination con- 
cerning common problems and combined 
measures. The need of central machinery 
was recognized and late in 1958 when 
central ministers for key departments 
such as Economics, Trade and Public 





% This date was given early in 1959 in a statement by 
A; El Sharabassy, United Arab Republic Central Minister 
of Public Works. 


After the proclamation of the. 
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Works were appointed. The appoint- 
ment of central ministers has not com- 
pletely solved the integration problem. : 
This must be done on the lower levels of 
these departments through administra- 
tion. The delay in achieving complete 
integration has been because of concern 
with details rather than principles. 

The foregoing list of problems are not 
exhaustive; it consists only of examples of 
problems, the majority of which might 
be expected to emerge from the union of 
two struggling states. As compelling as 
some of these problems are, they must be 
allowed their day for solution and one 
must not overlook the continuous’ in- 
crease in the numbers of competent ex- 
perts and specialists in the fields of eco- 
nomics and administration of the newly 
formed national union. 


Plans of Economic Development of the 
U.A.R. 


At present the U.A.R. has no unified 
plan for economic development.  In- 
stead there are numerous projects de- 
signed to cope with immediate short- 
range problems such as deficits in the 
balance of trade and shortage in foreign 
exchange. Some projects are designed 
for long-range problems that exist in the 
field of reclamation and water resources. 
These projects were planned to deal with 
the two regions separately rather than 
with the republic as a whole. The 
Egyptian Region has plans to reduce its 
overdependence on major imports of 
capital goods, petroleum, foodstuffs and 
fertilizers. To this end the region has 
been exerting a concentrated effort to 
expand its oil refineries, steel production, 
automobile assembly plants and chemical 
plants. In July, 1957 a Five Year Plan 
was inaugurated which gives priority to. 
the growth of heavy industry. Among 
the projects included in the plan are 
three oil refineries and the enlargement of 
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the facilities of the refinery presently at 
Alexandria. Expansion projects are in- 
cluded for the new steel industry. The 
plan provides for expanding research for 
mineral wealth—mainly petroleum and 
radioactive materials in the Western 
Desert. The Five Year Plan emphasizes 
the planned expansion of such light in- 
dustries as the production of textiles, 
paper, penicillin and sulfa drugs, and 
dairy products. 


TABLE [—Five-Year Pian For INDUSTRIALIZATION 
OF THE EcypTIAN REGION 


in LE. 
Manufacturing............s.cceeeseeceeees 183 ,750 ,000 
PR da wainite$ sms 66s: ta tes ecmesuliwateeen 26 ,686 ,000 
Petroleum exploration and refining........... 40 ,000 ,000 
MORE S550 5 dais ca sw sindsaneetaeaneas 250 ,436 ,000 


Out of the plan’s total cost of about one 
quarter of a billion Egyptian pounds, 
more than L.E. 150 million will be re- 
quired in foreign exchange. This will be 
met in part by a Soviet loan which will 
provide the equivalent of L.E. 60.9 
million. The direct employment of 
100,000 workers will be required. The 
value of the annual production of the 
new industries is estimated at L.E. 118 
million and the increment to the Egyp- 
tian national income is estimated at 
L.E. 48 million. In addition, the com- 
pletion of the plan will result in a saving 
of L.E. 63 million in foreign exchange 
as a result of a decrease in imports. 


:- In the Egyptian Region long-range 
planning to offset food shortages is 
centered on the Aswan High Dam 
Project. According to the estimate of 
the International Bank for. Reconstruc- 
tion and Development, the total cost of 
the project would exceed 465 million 
Egyptian pounds, over half of which is 
for the dam itself, the electric generating 
facilities and the long-distance power 
transmission lines. The remainder is for 
irrigation and- drainage works, land 
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reclamation and settlement, public utili- 
ties and indemnities. The direct foreign 
exchange requirements of the High Dam 
Project are estimated at 30 percent of the 
total cost, or about 400 million dollars. 
To the Egyptian Region the High Dam 
Project would mean an addition of about 
1.3 million feddans of newly reclaimed 
land to the existing 6 million feddans and 
the conversion of about 0.7 million 
feddans of basin irrigation to the peren- 
nial system, thereby enabling farmers to 
raise two to three crops a year instead of 
the one crop being raised presently. The 
ultimate aggregate output of electric 
power is expected to reach 8.1 billion 
kwh per year. The execution of this ex- 
tensive project is expected to take a long 
period of time and it is feared that when 
it is completed the Egyptian population 
at its present rate of growth will have 
obliterated the benefits gained from the 
dam’s construction. Other Egyptian 
plans for development include road con- 
struction (during the next five years 20 
million Egyptian pounds will be allo- 
cated to road building) as well as pro- 
grams for the improvement of the Suez 
Canal.*4 


While the Egyptian Region has differ- 
ent development plans including indus- 
trialization, the High Dam Project and 
road construction, the Syrian Region has 
a single and all-inclusive Ten Year De- 
velopment Plan. This plan (1958-59 to 
1967-68) was established in September 
1958.25 The total estimated cost of the 
plan amounts to L.S. 2,139.9 million, of 
which L.S. 535.5 is to be met by a 
Soviet Union loan. The Syrian plan 
emphasizes the important role of irriga- 





34 Ragaei El Mallakh and Carl McGuire, “The Economics 
of the Suez Canal under United Arab Republic Manage- 
ment,” Middle East Journal, Spring 1960, p. 134. 

28 United Arab Republic Presidential Decree, No. 133, 
It should be added that a new development plan for the 
Egyptian Region for the Period (1960-65) is now under 
consideration. 
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tion and hydro-electric projects which 
will absorb over 68 percent of the total 
estimated cost. As the Egyptian de- 
velopment plans center around the ex- 
ploitation of water resources through the 
construction of the High Dam Project, 
TABLE II—Expenprrure Estimates OF THE Main Projects 
OF THE TEN-YEAR DEVELOPMENT PLAN FOR THE 
Syrian Recion 


Syrian Pounds 
(millions) 


Industrialization. 

Geological survey and mineral prospection 
Tourism and recreational projects 

Torrent deviation (from Homa) 

Interest of internal and external loans. 


Total cost of the Ten-Year Plan 2,139.9 


we find that an almost similar project of 
relatively smaller magnitude dominates 
the Syrian Plan; this is the multipurpose 


Euphrates Basin Project. This project 
alone will cost over half of the total Ten 
Year Plan cost (as shown in Table No. 
II). The dam will supply irrigation 
water to about 2 million feddans and will 
include an electric power plant with an 
initial capacity of 100,000 K.W. The 
construction of this Euphrates dam is 
expected to be completed by 1967-68. 
Of lesser importance among the irriga- 
tion projects is the Ghab and Orontes 
Basin multi-purpose project. Already 
under construction, this project provides 
for irrigation, drainage, and hydro- 
electric power; it is expected to be com- 
pleted by 1961. Th Ghab marshes 
covering about 90,000 feddans will be- 
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drained and the resettlement of about 
half a million persons will be possible. 
Next in importance is the Khabour 
Basin Project which provides for ‘the 
irrigation of about 160,000 feddans and 
will be completed in 1963. Communi-° 
cations projects center around the con-" 
struction of railroads costing about L.S. 
250 million and an airport with an 
estimated cost ‘of L.S. 50 million. The 
main industrialization expenditure is 
related to the Homs Oil Refinery. 
Receipts from this refinery are estimated 
at L.S. 25 million annually after 1960. 
More recently an expansion in the 
Syrian Industrial development has been 
envisaged as a five-year industrializa- 
tion plan. It has been drawn up and 
appended to the ten-year plan for eco- 
nomic development projecting a com- 
bined total expenditure of L.S. 2.7 
billion. 

So far we have given a brief account 
of what has been done in terms of plans 
for economic development but it also has 
been demonstrated that no all-embrac- 
ing development plan for the U.A.R. 
was introduced. The present plans are 
far from being complete and are con- 
cerned either with a series of projects 
such as the Egyptian Industrialization 
Plan or with a single comprehensive 
regional plan as in the case of the 
Syrian Ten Year Plan. As the Egyptian 
and Syrian Regions are going through 
the process of integrating their economies 
and readjusting their output patterns, a 
single program for economic develop- 
ment seems to be required. Program 
budgeting is budgeting in which the two 
integrated regions would determine what 
the U.A.R. must do to develop itself 
economically and at the same time to 
take care of its urgent needs for better 
communications between the two regions 
and to strengthen the economic welding 
ingredients. The U.A.R., having de- 








264. - LAND ECONOMICS 


termined what it needs to do, should. 


then tailor the development program to 
accomplish these ends. This may mean 
using resources of both regions as an 
integrated source to meet combined 
economically achievable projects. How- 
ever, program budgeting which accom- 
panies the ordinary budget and does not 
replace it cannot be done yearly as in the 
case of the present limited Central 
Budget but-it necessarily requires con- 
sideration for its long-range effect and it 
can be achieved step by step economi- 
cally over a period of years. Some years 
will require more money than others as a 
matter of practical necessity. But over 
such a period, say five years, the over-all 
picture will. show wide-scale economic 
amalgamation within the newly estab- 
lished republic. - ; 

To achieve such integrated develop- 
ment the long-range unified program, the 
ordinary yearly budget and other public 
as well as private measures should take 
into account the stage of integration and 
take advantage of the existing and po- 
_ tential common welding of economic in- 
gredients as well as the two region’s 
differences in natural resources and util- 
ize them for the common interest. To 
do this it seems that everything that 
could lead to a greater freedom of mo- 
bility of production factors to allow for 
the most economic utilization should be 
encouraged. Examples of such needed 
efforts are numerous but is seems that 
emphasis should be placed on finding 
solutions to the problems of inadequate 
facilities of communication and transpor- 
tation. The U.A.R., with an area of 
land much larger than that of France, 
Germany, and the United Kingdom 
combined and with two regions separated 
by: sea, should give top priority to the 
provision of cheap and quick transporta- 
tion between the two regions as well as 
between their centers of production and 


embankment. Efforts should be exerted 


to expand the U.A.R. merchant marine, . 
which consists of 80 steamers with a total. 


tonnage of only about 200,000. . Projects 
to improve the main ports of the U.A.R 
which handle coastal traffic such as Alex- 
andria, Latakia, Banias and Torous should 
be accelerated. The same thing could be 
said concerning the need for improving 
railroads which were constructed mostly 


before the regions merged, particularly in: 


the case of the Syrian Region. These 
railroads are not adapted to serve the 
present economic needs. The expansion 
of ports and the potential increase in the 
flow of goods inland should also be en- 
couraged through the improvement of 
roads and the reduction of the cost of 


transportation which so far has proven to . 


be a hinderance to marketing. (An ex- 
ample of such an obstacle is that the 
transportation of a ton of wheat from 
Kameshly in the eastern part of the 
Syrian Region to Latakia in the west 
costs L.S. 70.) To facilitate the exchange 
of goods and services, the present re- 
maining tariffs and restrictions on certain 
goods which are still imposed in both 


regions should be removed to allow for. 
the exchange based on the concept of. 


comparative advantage. For example, 
by not allowing the importation of non- 


Egyptian cotton, the cotton industry in. 


the Egyptian Region is forced to use the 


more expensive Egyptian long staple 


cotton in making goods for local con- 
sumption rather than using the cheaper 
Syrian -produced upland cotton which is 
more suitable in the production of the 
heavy textiles which the bulk of the 
population consumes. Thus the impor- 
tation of Syrian cotton could lead to more 
economical use of resources while putting 
more varieties of cotton at the disposal of 
the local manufacturers. 


The unification of the two existing 
Egyptian and Syrian currencies into a 

















single standard of value as well as the . 


creation of a U.A.R. Central Bank for 
regulating the amount of money are 
essential measures for free trade and 
mobility. The Central Bank should be 
able to provide ‘the required monetary 
flexibility and the long-range stability for 
an economy with principal crops such as 
cotton and wheat which are highly vul- 
nerable to national and international 
price fluctuations. In addition to coun- 
tering such fluctuations the Central Bank 
also hias to provide the monetary machin- 
ery for’an annual expansion of at least 
four to five percent of the U.A.R. na- 
tional income of 3.5 billion dollars to 
offset the needs of an annual population 
increase of over 2.5 percent if a modest 
rate of economic development is to be 
reached while possibly negating infla- 
tionary pressures. 

Finally, it has often been proposed as a 
measure to solve the problems of develop- 
ment that many of the farmers among 
Egypt’s 24 million inhabitants, who are 
crowded together along the narrow Nile 
Valley and are growing in number every 
year, be transplanted to the broad arid 
plains and hills of the Syrian Region 
where a population of 4 million does not 
provide enough manpower. Far from 
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being an immediate solution to the exist- 
ing problem of under-development which 
is shared in different degrees in the agri- 
cultural areas of both regions, the process 
of resettlement is not a simple one. This 
is so not only because of the lack of capital 
for any wide scale resettlement but also 
because of the fact that the Arab farmer 
is passionately attached to his environ- 
ment and his village as indicated by the 
fact that in the past he has often resisted 
efforts by governmental authorities to 
move him from one place to another even 
along the Nile. This resistance is in most 
cases based on inadequate knowledge of 
other areas. Thus, creating a situation 
where capital, trade and labor can move 
freely from one region of the Republic to 
another is not sufficient for successful 
economic development. Educational 
measures to spread the objectives of de- 
velopment and the means to carry them 
out are essential. This could be done by 
relating education to the actual problems 
and economic characteristics of the en- 
vironment of the newly developed U.A.R. 
This fundamental type of education 
should be carried out simultaneously 
while creating new economic ‘opportuni- 
ties as the integrated plan of development 
and the freedom of mobility progress. 





Economic Growth and Revolution in Mexicot 
By JAMES G. MADDOX* 


For ALMOST 20 years Mexico has 
enjoyed an unusually high rate of 
economic growth. For 30 years preced- 
ing this recent period of rapid growth the 
Mexican nation underwent a funda- 
mental revolution—a series of great 
structural changes in social, economic 
and political institutions. Were there 
direct and causal relationships between 
these two phenomena? Was the revolu- 
tion either a necessary or a sufficient con- 
dition for the subsequent period of rapid 
growth? These are the questions with 
which this paper is mainly concerned. 

For those not familiar with recent 
Mexican history, a brief review of the 
extent to which the Mexican economy 
has developed since 1939 and a short 
summary of the major revolutionary de- 
velopments between 1910 and 1940 are 
presented in a somewhat sketchy fashion. 
The main objective is to study the rela- 
tion between the several components of 
the revolution and the rapid economic 
growth which has occurred during the 
past two decades. 


I, Evidence of Economic Growth 


Probably the best single index of the 
rate of growth of a national economy is 
the long-time change in total output per 
head of the population. If output per 
capita is increasing, the economy is 
growing. If it is declining, the economy 
is retrogressing. 

Both total output (gross national prod- 
uct in 1950 prices) and population were 
increasing rapidly in Mexico during the 
~ The paper has grown out of the author’s experience in 
Mexico from the fall of 1955 to midsummer of 1957 as a 
member of the American Universities Field Staff. It has 
been improved by criticisms and editorial suggestions by 
Dr. George S. Tolley and Miss Ruth Good. Approved by 
the Director of Research of the North Carolina Agricultural 


Experiment Station as paper No. 1150 of the journal series. 
* Professor of Agricultural Economics, North Carolina 


State College. 


18-year period from 1939 to 1957 (Table 
I).!| Only once during this period did 
total output decline from the preceding 
year. In 10 of the 18 years the annual 
rate of growth was higher than six per- 
cent. Population was also increasing at 
a rapid rate. The result was that output 
per capita increased at a lower rate than 
total output. Moreover, it declined in 
four of the years between 1939 and 1957. 
But in four other years its annual rate of 
increase exceeded six percent. 

Since annual variations are _pro- 
nounced, perhaps the best summary of 
the rate of growth is to compare the 
average annual output per capita in 1950 
prices for the six-year period 1940-45 of 
1,250 pesos with that of 1,723 pesos dur- 
ing the 1952-57 period. This shows an 
increase of 37.8 percent for the 12-year 
period, or more than three percent per 
year.?- This is a high rate of growth. 
Indeed, for a country with a relatively 
poor complement of natural resources it 
is a remarkable success story. For the 
period under consideration (1939-57), 
Mexico’s increase in gross national prod- 
uct per capita was more rapid than in 
most other Latin American countries and 
during a part of this period was more 
rapid than that of the United States.* 

There are other evidences of rapid 
growth in the Mexican economy. Pig 
iron production rose from 92,000 tons in 
1940 to 423,000 tons in 1957, a gain of 


1 It is only since 1939 that adequate statistics are available 
for measuring total output. 

* Neither the estimates of gross national product nor of 
population should be viewed as being highly accurate. 
They are, however, not only the best available but fairly 
reliable for indicating trends and approximate rates of 
change. 

* For a comparison of rates of change in GNP per capita 
for Mexico, Columbia, Argentina, Brazil, and the United 
States see: The Growth of the Mexican Economy, by James G. 
Maddox, a report published by the American Universities 
Field Staff, June 1956. 
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TABLE I—Mexico—Gross NATIONAL Propucr, PoPpuLaTION, AND GRoss NATIONAL Propuct 
Per Capita: 1939-58 





Gross National Product 


Gross National Product 


Population 
Per Capita 





Percent 
Change from 
Previous Year 


In Millions of| 
Pesos at 
1950 Prices! 


In Thousands 
of Change from at 
Persons” 


Percent 
Change from 
Previous Year 


Percent In Pesos 


Previous Year| 1950 Prices 





20, 505 
20,721 
23,289 
26,373 
27,358 
29,690 
31,959 


26, 565 


34, 084 
34,517 
36,080 
37,627 
41, 500 
44,500 


38,051 


45,000 
44,400 
47,800 
52,500 
56,000 
58,000 


50,617 
60,600 











19,413 
19,815 
20,332 
20, 866 
21,418 
21,988 
22,576 


21, 166 


23,183 
23,811 
24,461 
25,132 
25,826 
26,544 


24,826 


27,287 
28,056 
28,853 
29,679 
30, 538 
31,426 


29,307 
32, 348 


1,056 
1,046 
1,145 
1,264 
1,277 
1,350 
1,416 
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t Annual Report of the Bank of Mexico, 1959. 


* United Nations: Monthly Bulletin of Statistics, March 1959. 


360 percent; steel ingot production 
climbed from 149,000 tons in 1940 to 
1,031,000 tons in 1957, a rise of 592 
percent; cement output increased from 
485,000 tons in 1940 to 2,500,000 tons in 
1957, a gain of over 400 percent; crude 
oil production rose from 44.4 to 92.2 
million barrels during the same period, 
and there was a gain of 234 percent in 


the kilowatt hours of electricity gener- 
ated. While these gains were being made 
in the industrial sector of the economy, 
agricultural output more than doubled. 


Although incomes of most Mexicans 
are still low, and underemployment is 
prevalent in both rural and urban areas, 
great strides have been made. Growth 
feeds on growth and, since the national 
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affairs of Mexico are being handled in a 


manner generally conducive to further’ 


increases in productivity, there are sound 
reasons for believing that the country has 
definitely “taken off” into a period of 
sustained development. 


| II. Highlights of the Revolution* 


The revolution is generally said to 


have started when Francisco Madero 
launched a political movement in 1910 
to bring about the resignation of Porfirio 
Diaz, the 80-year old president of Mexico, 


who had been in power (with only four’ 
years out of office) from the time he had 


first gained the presidency by way of a 
military coup in 1876. Madero forced 
Diaz to resign in the spring of 1911 and 
was himself elected president in the fall of 
that year. Dfaz had ruled Mexico 
through a combination of force and 
patronage. He was an army officer who 
acted as front man for three important 
groups: a cortege of older army officers, 
the Catholic church, and a small clique 
of upperclass, wealthy families, many of 


whom owned vast holdings of land and. 
some of whom had significant interests in ° 


banking, merchandising and light in- 
dustry. 

Diaz’s regime was built on the belief 
that government could contribute most: 
(1) by maintaining peace and order 


within the countryside; (2) by encourag-: 


ing foreign capitalists to bring both their 
capital and know-how to Mexico to open 
up the country with railroads and to de- 
velop her oil and mineral resources; and 
(3) by following a variety of minor poli- 
cies to aid and encourage the already 
wealthy upperclass members of society. 
“ For almost a decade the movement 
touched off by Madero resulted in inter- 





‘ For more comprehensive characterizations of the Revolu- 


tion than can be given here, see: Howard F. Cline, The 
‘United States and Mexico (Cambridge, Massachusetts: Harvard 
University Press, 1953); also Frank Tannenbaum, Mexico— 
ft aa for Peace and Bread (New York: Alfred A. Knopf, 
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mittent warfare among Mexican leaders, 
Out of the bloodshed and confusion, two 
important developments occurred. First, 
the old oligarchy—the landlords, bank- 
ers, merchants, managers of foreign com- 
panies, and church leaders—lost political 
A new group, with new tradi- 
tions, new value judgments, new. aspira- 
tions, came to power. The switch in 


' political control was basic to all ‘that 
occurred afterward. Second, the major 


aims of this group—the objectives of the 
revolution—were hammered out and 


written into the famous constitution of 


1917. This document explicitly gave the 
State the power and a mandate to make 
substantial reforms in ‘the institutional 
framework of Mexican society. 


Among the new powers and duties 

‘ imposed on the State, three are. of special 
- interest. 
provided for land reform—breaking-up 
the large plantations and giving the land | 
to the agricultural workers to be held | 
under a peculiar form of tenure called | 


First, the new constitution 


the ¢ido. <A closely related. provision, 
representing a return to an old Spanish 


law doctrine, made the subsoil, including | 


all minerals, oil and gas, the property of 


the nation instead of the property of the | 


owner of the surface soil. Second, the 


constitution of 1917 singled out laborers 
as a special class of citizens and granted | 
them certain rights and privileges which | 


have subsequently served as the legal 


foundation for a government-sponsored | 
labor movement and body of liberal labor | 


legislation. Third, the constitution im- 


posed on the government the responsi- | 
bility for primary education and provided | 
that such education should be free, com- | 


pulsory and secular. 

These provisions were waa?) at 
tempts to weaken the power of the three 
groups which had underpinned the Diaz 
regime and which had long been highly 


influential in - Mexican society; namely, | 
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landlords, large employers .of nonagri- 
cultural labor, and the Catholic church. 
Land reform struck directly at the large 
landowners. The labor legislation and 
the provision. of the constitution asserting 
government sovereignty over the subsoil 
were threats to the large companies, 
many of which were foreign owned and 
were engaged in mining, railroading and 
the exploitation.of oil.. Putting the re- 
sponsibility for primary education in the 
hands of the State, and describing the 
kind of education which should be 
promulgated, :particularly that it should 
be non-religious in nature, sheared the 


Catholic.church of important functions: 


which it had previously performed. 


‘During the period from 1920 to 1933, 


the reforms dimly envisioned by Madero 
in: 1910 finally got underway. Land re- 
form went forward on a significant but 
modest scale: The government started a 
program for educating the people. It 
took effective steps toward controlling the 
supply of money and started investing 
public funds in roads, irrigation projects 
and agricultural credit. It won an im- 


portant fight with the church: between: 


1926 and 1929 when the Catholic clergy. 
went on strike in an attempt to force the 
government to back away from its strong 
anti-clerical position. — 

‘An important political eundenens 
also’ took ‘place during this period, 
namely, the organization of an “official” 
revolutionary party. This party has been 
reorganized and renamed on two occa- 


sions since its founding in 1929 and has 
sérved'as.a vehicle for passing presidential: 


power, by means of national elections, 
from one leader to the next without 
serious violence and with reasonable ad- 
herence to original wnrarenes prin-. 
ciples. * 


8 Te is now ene as Party of the Institutional Revolution 
Revolucionario and is commonly called 
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It was Lazaro C4rdenas, the party’s 
candidate in 1933, who became the great 
reform leader of the revolution. He was 
the New Deal president of Mexico. Like 
Roosevelt in the United States, he was 
beloved and respected by the common 
people, particularly the rural people, but 
was never trusted by the well-to-do 
classes of Mexican society. 


Whereas land reform had been going 
slowly, and was beginning to be ques-. 
tioned by some of the important revolu- 
tionary leaders, CArdenas reversed the 
trend and distributed over twice as much 
land during his six years.in office as his 
predecessors had done in the preceding: 
19 years. He thus-dealt a final blow to. 
the political power of the conservative 
landowning class.. He nationalized. the 
oil industry and the railroads, both of 
which had been important symbols of 
foreign influence and control. He re- 
organized and strengthened. the labor 
movement and in many different. ways 
brought government closer to the daily 
lives of the people. 

Cardenas’ great reforms—primarily 
the expropriation of the oil industry and 
the railroads, and the sweeping transfers’ 
of land from private large holdings to the 
gjido form of tenure, bringing government. 
closer to the people, and creating a 
spirit of independence and national pride 
—were in many respects culminations of 
the earlier desires and dreams which had: 
spurred the people to rally to Madero’s 
movement to oust Diaz: Nevertheless, 
they left many bruises and sore spots in 
the Mexican social fabric. Representa- 
tives of the old power centers did not die 
easily. Many people, some.of them im- 
portant and highly respected citizens, lost 
significant sources of income as well as 
social status. 


¢Fora brief history of land reform in Mexico see, : Aeatan 
Land Reform, by James G. Maddox, a report published by the 


. American Universities Field Staff; July 1957. 
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It is not, therefore, surprising that the 
four presidents who followed Cardenas— 
Avila Camacho (1940-46), Miguel 
Alem&n (1946-52), Rufz Cortines (1952- 
58) and Adolfo Lopez Mateos (1958...) 
—lacked his enthusiasm and zeal for 
reform. 

In political propaganda the revolu- 
tion continues to the present day. But a 
change has come about in revolutionary 
aims. Whereas the first thirty years of the 
revolution were heavily laden with egali- 
tarian ideas—an egalitarianism which 
extended to property rights, opportuni- 
ties to exploit natural resources and to 
enjoy social and political power, as well 
as to the distribution of income—the 
period since 1940 has been one in which 
the revolutionary party has been more 
concerned with economic growth and 
development. There has been less em- 
phasis on ways and means of “‘dividing up 
the pie” and more emphasis on “making 
the pie larger.” Land reform has con- 
tinued on a modest scale. Labor organ- 
izations are a potent part of the dominant 
political party and labor leaders, as well 
as farm organization leaders, not only 
exercise political power but are com- 
monly believed to receive financial assist- 
ance from the government purse. 

An important political change took 
place in 1946. The army stepped out of 
the revolutionary political party and 
turned the presidency over to a civilian. 
Miguel Alem4n was Mexico’s first civilian 
president since Madero was ousted from 
the presidency in 1913. All subsequent 
presidents have been civilians and the 
long period of army rule appears to have 
been definitely broken. This was a 
major step toward democracy. 


III. Growth and Revolution 


Before 1910 the Mexican economy was 
divided into two main sectors. One was 
represented by the oil industry, much of 


the mining, railroads, import and export 
business, and some manufacturing. It 
was Capitalistic, commercial, specialized 
in its production methods, and based on 
scientific knowledge and technology of 
the period. A large part of this sector of 
the economy was owned and controlled 
by foreigners mainly from the United 
States and Western Europe. It expanded 
during the Diaz regime and its influence 
in governmental and social affairs was 
important. The other sector was mainly 
self-sufficient or quite limited in_ its 
market orientation, not generally special- 
ized in its production techniques and 
with its technology based in tradition or 
folk knowledge. This sector included 
most of the agriculture, construction, re- 
tailing, personal services of various kinds, 
and a large part of the manufacturing. 
The latter was mainly handicraft work in 
textiles, leather goods, woodworking, and 
some metal fabricating of jewelry. or 
ornaments connected with the construc- 
tion of churches, public buildings, and 
homes of the very rich. Productivity per 
man was extremely low and probably was 
not increasing in the pre-revolutionary 
period. 

These two sectors represented a dual- 
ism which arose mainly from differences 
in technology and economic organization. 
In one sector economic decisions were 
based on scientific and commercial con- 
siderations. In the other sector the de- 
cisions were based on habit, tradition, 
and folk knowledge. For want of better 
terminology we may call the former the 
technological sector and the latter the 
traditional sector. 

The basic change which has come over 
Mexico since 1910 is that the technologi- 
cal sector has increased in size relative to 
the traditional sector. What caused this 
change and how were the causes related 
to the revolution? Three conditions 
appear to have been necessary and all 








port 


lized 
1 on 
y of 
or of 
led 
ited 
ded 
nce 
was 
inly 
its 
‘ial- 
and 
1 or 
ded 
re- 
ids, 
ng. 
cin 
ind 
or 
uc- 
ind 


vas 


ces 
yn, 
re 
n- 
le- 
mn, 
er 
he 
he 


yl- 
to 
is 
d 








ECONOMIC GROWTH AND REVOLUTION IN MEXICO 271 


three were direct outgrowths of the 
revolution. 


First, there must have been a shift in 
the incentives and desires of the people 
who occupied positions of leadership. 
Second, there must have been a change 
in both managers and workers so that 
under the spur of the technologically- 
minded leadership they were able to 
assume the responsibilities demanded by 
the growing technological sector of the 
economy. Third, there must have been 
changes in both the quantity and quality 
of capital available to the economy. 
Growth in the technological sector not 
only required an increase in the total 
amount of capital in the sense that 
greater capital-using processes of produc- 
tion were employed but, even more im- 
portant, it implied a change in the 
quality of capital such that each unit be- 
came more productive. 


It would be erroneous to assume that 
these three conditions came about 
through a relatively sudden metamor- 
phosis of the traditional sector into the 
technological sector. The process of 
change was not mainly that of shifting 
existing resources from the traditional to 
the technological sector of the economy. 
Rather, it was a process of guiding a 
substantial part of the “new growth” 
into the technological sector of the 
economy. Moreover, some of this new 
growth was created by the reyolution in 
the sense that it came into being as a 
result of government activities after gov- 
ernment power came into the hands of 
the revolutionary leaders. 


. Actions of the national government 
were important in: (1) bringing about 
the rise of a new entrepreneurial class; 
(2) improving the quality of labor and 
providing incentives to hundreds of 
thousands of Mexicans to break out of 
their traditional patterns; (3) augment- 


ing the supplies of capital and influenc- 
ing its flow into certain areas of the 
economy; and (4) improving public ad- 
ministration. 


Changes in Entrepreneurship 


The shift in entrepreneurship stemmed 
from three sources: (1) younger men 
from the tradition-minded, elite families 
who had long been associated with the 
Diaz entourage; (2) a buccaneering, 
new group from the middle class who 
were associated with the new political 
leaders of the revolution; and (3) in 
recent years managers of relatively new 
firms with strong United States in- 
fluences. 


The heads of many of the old families 
who had been associated with the Diaz 
regime either hurriedly left the country 
or quickly went into retirement at the 
time of Diaz’ downfall. They put their 
wealth in the hands of younger members 
of the family with the admonition to sal- 
vage as much as possible. These younger 
men were able for the first time in their 
lives to express their own ideas in the ad- 
ministration of the family holdings. 
Many of them had studied in Europe and 
the United States. A not uncommon 
situation was that all or part of the land- 
holdings were lost but the industrial and 
commercial holdings were _ retained. 
These nonfarm enterprises often blos- 
somed into growing profitable businesses, 
utilizing fairly modern methods of pro- 
duction. 


A second source of the new entre- 
preneurial class was connected with the 
spoils system. Friends, relatives, and 
cronies of the political leaders received 
special favors ranging from outright gifts 
to highly profitable government contracts 
with which to expand or start business 
enterprises. Many accumulated substan- 
tial capital from the public purse and 
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used it with their government connections 
to go on to larger and more permanent 
business establishments. . This group was 
mainly from the small middle class in 
Mexican society. Often its members had 
been associated with the technological 
sector of the economy as workers or fore- 
men or with the army. As compared with 
the elite and aristocratic families associ- 
ated with Diaz’ government, its members 
were buccaneering, risk-taking entrepre- 
neurs par excellence. The rough, crude 
middle-class backgrounds of the friends 
of the new political leaders not only 
added to their avarice, but also. stimu- 
lated them to risky efforts. They did not 
have high status positions to maintain 
and, if they were to rise to positions of 
prestige, they had to strike boldly. 

However, they were restrained from 
following the traditional Latin American 
method of gaining high social status by 
becoming large landowners. This ave- 
nue to high status positions was severely 
restricted and finally virtually closed by 
the land reform program in Mexico. 
Since the late 1930’s the accumulation of 
large-scale landholdings has not only in- 
vited expropriation but it has lost its 
prestige value. The man who has 
made money in Mexico in the last decade 
or two gains status by essentially the 
same methods as in the United States; 
by living in an expensive residential area 
in a large city, owning two or three auto- 
mobiles, joining a country club, and in- 
vesting in industrial and commercial 
enterprises. 

A third source of the new entre- 
preneurial class in Mexico is quite 
different. Since World War II there has 
been a significant growth in the number 
of Mexican businesses under the direction 
of men who are familiar with modern 
methods of organization and manage- 
ment. A sizable proportion are subsidi- 
aries or branches of large United States 








companies or have contractual affiliations 
with such companies. Many of the 
managers are citizens of the United 
States. Others are Mexicans who have 
studied in this country. Still others have 
had all their training and experience in 
Mexico but have consciously copied 
United States methods. 

This new. type of manager—he is 
hardly an entrepreneur in the Shumpe- 
terian sense of the word—has brought an 
element of order and quality into busi- 
ness management. The careful calcula- 
tion of costs and returns; the study of how 
these are affected by the engineering 
processes of production; the analysis of 
prospective markets and the costs of 
developing outlets. for new products—all 
of which are commonplace procedures 
among this modern school of managers— 
not only bring increased business effi- 
ciency but also open new doors to ex- 
panding production. Scientific analysis 
of alternative opportunities is, among this 
new group of managers, replacing “the 
right government connections” as the 
means of getting ahead; though the 
latter is still not entirely overlooked. — 

The growth of this new, ‘modern- 
minded group of business managers has 
been less clearly associated ‘with the 
revolutionary movement than was true 
of the other two groups. Nevertheless, 
a complex of government actions, most of 
which grew out of the revolution, were 
important in creating an environment in 
which modern business pauie has been 
able to thrive. 

Quality of Labor and Incentives. Changes 
in entrepreneurship are not, however, the 
only ways in which the revolution led to 
rapid economic growth. In the 1920’s, 
when the social and economic aims of the 
revolution were: first put to serious test, 
government actions were inaugurated 
which have had great influence on the 
quality of labor and on incentives. 











Ons 


ted 
ave 
ave 
in 
ied 


7S1S 


the 
the 
the 


en 


ges 
he 
)’s, 
he 
st, 


he 





ECONOMIC GROWTH AND REVOLUTION IN MEXICO 273 


- Among the most important of these 
were improvements in education. 
Though no one knows with accuracy it is 
generally believed that in 1910 around 
70 percent of the population was il- 
literate. The move toward improving 
education began in 1921 when the 
federal government assumed the re- 
sponsibility for primary education. For 
approximately a decade thereafter, there 
was a great educational awakening in 
rural Mexico which attracted the atten- 
tion of educators in many countries. 
Even so, barely more than 50 percent of 
the children of school age actually attend 
schools and almost 40 percent of the total 
population is still illiterate. The educa- 
tional picture is obviously far from rosy. 
However, in addition to gains at the 
primary and secondary school levels, 
there have been adult educational efforts 
—cultural missions, rural welfare proj- 
ects, literacy campaigns, an agricultural 
extension service now about 5 years old, 
and thousands of radio programs with 
educational content of various kinds— 
which have supplemented the schools. 
On-the-job training activities of numer- 
ous industrial firms haye also assisted in 
improving the skills of many people. 


’ There is a new national university with 
about 30,000 students—many on a part- 
time basis—just outside Mexico City. 
Across’ the city is the National Poly- 
technic Institute with a wide array of 
vocational and scientific courses. There 
are 15 other universities in the country 
and numerous vocational schools of vari- 
ous kinds. The Bank of Mexico has a 
fellowship program for sending techni- 
cally trained students to foreign countries 
for specialized post-graduate training. In 
addition, numerous fellowships for foreign 
study are available to Mexicans through 
programs sponsored by several founda- 
tions in the United States, by business 


firms, and by United States government 
agencies.? 

In the 1920’s and 1930’s major em- 
phasis in the government’s education 
policy was in expanding and improving 
the system of primary education and in 
adult education, in which increased 
literacy was a major goal. Attention was 
also given to the needs and interests of 
rural people and to developing a spirit of 
national pride among the children. In 
recent years emphasis has shifted to. 
teaching the more orthodox skills. of 
reading, writing, and arithmetic in ele- 
mentary schools and relatively greater 
effort has been placed on college and 
vocational training. Thus, there has 
been not only an improvement in the 
level of skill among the laboring classes 
but also an increase in the number of 
trained teachers, administrators, engi- 
neers, physicians and related medical 
workers. 

The productive abilities of the Mexican 
population have also been enhanced 
through improvements in health. Some 
progress in dietary and sanitary practices 
probably resulted from the rural educa- 
tional programs in the 1920’s and 1930's. 
In addition, an administrative agency— 
Institute of Social Security—operates a 
network of hospitals, clinics, sanitariums, 
and laboratories. The Ministry of Hy- 
draulic Resources provides towns and 
villages with sanitary water supplies. 
The. Ministry of Health carries forward. 
programs to prevent epidemics and to 
wipe out endemic diseases. The average 
annual death rate in the period 1941-50 
was.19.4 per thousand, compared to 32.7 
between 1900 and 1910. . 

The educational and health measures 
were direct outgrowths of the revolution. 
If political power had not been shifted out 





7For a review of such ms see: Mexicans Study 
Abroad, by James G. Maddox, published by the American 


Universities Field Staff, January 1957, 
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of the hands of the Diaz regime it seems 
highly unlikely that there would have 
been anything approaching a popular or 
mass educational movement. Moreover, 
it is quite probable that the educational 
opportunities which would have been 
provided for the children of relatively 
well-to-do families would have put little 
emphasis on scientific, technological, and 
vocational subject matter. With the 
exception of medicine these are not the 
areas of study in which upper class Latin 
Americans have been interested. 


Greater incentives to raise levels of 
living were in part a direct outgrowth of 
the increased emphasis on education. 
Children as well as adults were taught 
that their way of life could be changed; 
that they were masters of their own 
destiny. The political campaigns and 
slogans emphasized that the revolution 
was the vehicle through which wider 
opportunities were being opened to them. 
In addition, at least two other influences 
were important. These were land reform 
and the expropriation of the oil industry. 


The peones on the plantations were a 
part of the traditional (non-technologi- 
cal and non-progressive) sector of the 
economy. After the great upsurge of 
land distribution during the Cardenas ad- 
ministration, when over 800,000 people 
received approximately 43,000,000 acres 
of land within a five-year period, the 
government began to help them with 
loans for operating capital and educa- 
tional advice. Land reform not only 
eliminated much of the sullen resentment 
which had characterized plantation 
worker’s attitudes toward their landlords 
but it also had the effect of virtually forc- 
ing government to provide capital and to 
encourage more modern methods of pro- 
duction as a means of preventing a de- 
cline in agricultural output which might 
otherwise have occurred. 


From a purely psychological viewpoint 
the expropriation of the oil industry by 
C4rdenas in 1938 was probably more 
important than land reform in uniting 
the Mexican people and in spurring their 
incentives. ‘After 1938 the whole in- 
ternal spirit of Mexico changed. The 
latent inferiority complex so widespread 
among Mexicans gave way to satisfaction 
and pride. Part came from C&rdenas’ 
domestic reforms, but a great deal derived 
from expropriation.” * The almost magi- 
cal effect of the ousting of the foreign 
oil companies is suggested by the public’s 
response to C4rdenas’ pronouncement 
that Mexico had to pay for the expro- 
priated properties and that she would 
honor her foreign debt. ‘‘State governors, 
high church officials, patriotic grand 
dames, peasants, students—all the num- 
berless and picturesque types of Mexicans 
—pitched in what they had, including 
money, jewels, even homely domestic 
objects, chickens, turkeys, and pigs.” * 

The oil expropriation, like C4rdenas’ 
vigorous land reform efforts, was in many 
ways the consummation of old revolu- 
tionary dreams and promises. It drew 
support from a smoldering nationalism 
and an injured national pride, both of 
which permeated many segments of the 
population. The subsequent efforts of 
the oil companies to bend Mexico to their 
will by restricting markets and means of 
transportation for Mexican oil was stub- 
bornly resisted by the Mexican govern- 
ment and continued to strengthen the 
popular feeling that Mexico must grow 
rich and strong if it was not to be a mere 
puppet of foreign businesses and foreign 
governments. 

Public and Private Investments. In order 
to get a perspective on the role of the 
government in the field of investment it 





8 Howard F. Cline, The United States and Mexico (Cam- 
bridge, Massachusetts: University of Harvard Press.) p. 238. 
* Ibid., p. 242. 
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is necessary to look back to the 1920’s 
when the early foundation stones were 
laid for a public investment program 
which blossomed into significance in the 
1940’s. The Bank of Mexico, the central 
bank of issue, was established in 1925 and 
budgetary reforms were initiated about 
this time with the result that the federal 
government gained the power to control 
the nation’s money supply. Public in- 
vestments in roads and in irrigation 
projects started in 1926 and it was in the 
same year that the first agricultural 
credit bank was established. Under 
C4rdenas, in the 1930’s, the latter bank 
was reorganized and a special credit insti- 
tution to serve the needs of ejidatarios (the 
people who received land under the 
agrarian reform program) was estab- 
lished. In 1934 an important indus- 
trial bank and development corporation, 
Nacional Financtera, was started and also in 
the mid-1930’s a bank to finance foreign 
trade and another for public works were 
organized. 


To the extent that funds permitted, the 
government was extending agricultural 
credit and financing irrigation projects 
and road construction activities from the 
mid-1920’s onward.'®° Thus, it was 
under the early revolutionary govern- 
ments that most of the important financ- 
ing mechanisms for the future were es- 
tablished and it was also in this period 
that agricultural credit, the building of 
irrigation projects, and the construction 
of a national system of highways was 
started. These latter activities were both 
productive and popular. To continue 
them became important commitments of 
the revolution. It was not, however, 
until the prosperous 1940’s that govern- 
ment investment programs expanded sig- 





1¢It was in connection with much of this activity that 
friends of government officials obtained capital and early 
experiences in developing into a new type of entrepreneurial 
group, as described earlier. . 


nificantly and became important means 
of stimulating economic growth. 


Throughout the 1940’s there was an 
upward trend in the rate of investment. 
In 1937, about 9.7 percent of gross na- 
tional product was invested. Ten years 
later the proportion had risen to 14.4 
percent. It declined slightly in 1950 but 
rose again in subsequent years. Pre- 
liminary data indicate that it was 15.1 
percent in 1957. The rise in the invest- 
ment rate itself was important, and when 
coupled with the rapid increase in gross 
national product meant that the amount 
invested was significantly higher at the 
end of the decade than at the beginning 
—almost three times as high in real terms 
in 1950 as in 1939. 


Of the total estimated investment, for 
the 12-year period 1939-50 inclusive, 
slightly more than 39 percent was public 
investment. During this period, public 
investment never fell below one-third of 
the total. Data for later years show 
essentially the same relationship. For 
instance, in 1957 public investment was 
about 35 percent of the total. Obviously, 
it has been a significant item throughout 
Mexico’s recent period of rapid growth. 
The percentage distribution of public in- 
vestment for the period 1939-50 by five 
major categories was as follows:!! 





Percent 
Transportation and communications. .... 44.6 
Agriculture and resources.............. 19.5 
Electric power and petroleum........... 17.6 
Social and municipal construction....... 12.6 
Miscellaneous...........++eeeeeeeeees 5.7 
FON ecidccacerevesctevcsdcdasees 100.0 





41 The data referred to in these paragraphs for the years 
1939-50 are from The Economic Development of Mexico, report 
of the combined Mexican Working Party, published for the 
International Bank for Reconstruction and Development by 
the Johns Hopkins Press, Baltimore, Maryland, 1953. For 
subsequent years the data are from annual reports of 
Nacional Financiere. 
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_ The largest item—transportation and 
communications—was made up mainly 
of investments in highways and railroads. 
Irivestments in agriculture and resources, 
most of which involved the construction 
of irrigation projects which brought new 
land into cultivation, ranked second. 
Power production was third. Though 
there is much debate among economists 
with respect to the proper criteria for se- 
lecting public investment projects the 
three areas in which Mexico centered 
attention were clearly of a type which in- 
creased the productive potential of the 
public sector of the economy and which, 
at the same time, tended to encourage 
private investment in types of activities 
that could profit from the new public 
facilities. 

Perhaps an even greater stimulus was 
given to private investment as a result of 
the inflationary financing followed by the 
government in carrying out its investment 
program. There was not a single year 
from 1940 through 1951 when the public 
sector of the economy did not run a cash 
deficit. .Wholesale prices in Mexico City 
rose approximately 275 percent between 


/ 1940 and 1951.2 In short, the govern- 
/ ment resorted to forced savings through 


inflation as a means of financing a signifi- 
cant part of its investment program. An. 
important result of the inflation was a 
rapid rise in profits. In 1939, profits 
represented approximately 26 percent of 
net domestic product. By 1946 they had 
risen to 45 percent and remained well: 
above 40 percent through 1950.'% In 


\ contrast, the proportion represented ‘by 


| wages. and salaries declined from 30 
| percent of net domestic product in 1939 
| to 21 percent in 1946 and remained below 
24 percent through 1950. 
‘Even though wage and salaried work- 
ers, noncommercial farmers, and small 





- 14 Bank of Mexico, Annual Report 1958, Table 6. ; 
18 The Economic Development of Mexico, Table 4... _ . 
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self-employed artisans and merchants 

were receiving a declining percentage of | 
the total, the absolute amounts which 

they received increased. In terms of 1950, 
prices their incomes rose in the neigh- | 
borhood of 72 percent between 1939 and | 
1950; whereas, profits rose about -235 | | 
percent in the same period. Thus, the) 

inflation did not result in the condition of 

the low-income classes being worsened 
from year to year but rather in their share 

of the growing national income not rising 
as rapidly as the share of those who. de-:| 
pended on profits. 

The «very favorable on . position’ 
which industrial and commercial firms, | 
together with a few large farmers, have | 
enjoyed since the early 1940’s has: been 
an important stimulant to increases in: 
output. Undistributed profits have been | 
a source of capital for expanding and 
improving productive facilities and :the. 
relationship between costs and product 
prices has been conducive to increasing 
capacity and to expanding production.: 
Clearly, this has been an excellent en-/ 
vironment for imaginative entrepreneur- 
ship. Although there were two devaluat:' 
tions of the peso between 1948 and 1954, 
Mexico has been able to maintain a free 
foreign exchange market. Thus foreign 
firms with new technologies and modern- 
minded managers have been attracted to 
Mexico since World War II. 

The role .of foreign investment .is 
difficult to appraise. Its relative quantity 
has not been great but it has apparently, 
been put to highly productive uses.. .The. 
best available data indicate that 89 per- 
cent of the total investment in Mexico 
from 1939 to 1950 arose from. domestic 
savings. About four percent arose from 
an increase in foreign liabilities, which 
leaves seven percent unexplained because 








The data for this comparion were taken fom Table 2 
of The Economic of Mexico, op, cit., and. deflated . 


Development of 
.. by the index of wholesale prices in Mexico City. sk get 
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of errors and -omissions in the total 
balance of payments.'® The increase in 
foreign obligations is the net result of 
capital inflows minus capital outflows. 
The latter are made up mainly of profits 
paid to shareholders outside of Mexico 
and of- repayments of principal and 
interest on money borrowed from abroad. 
Much of. it, therefore, pertained to in- 
vestments made in Mexico before 1939. 
Most of the foreign capital obtained in 
the past 20 years has been in the form of 
loans, to the Mexican government and 
has been used for financing railroad re- 
habilitation, electric power production, 
and industrial projects of key importance. 
Without it economic growth would have 
been slower, partly because it was asso- 
ciated with improved technology and 
partly because it was used for the elimina- 
tion .of important bottlenecks in the 
economy. 

:. Public Administration. Administration 
of government affairs is a vague term for 
a complicated process. But a few points 


government actions which led to rapid 
economic growth were of three types: 
(a) realignments in social institutions— 
land reform and the organization of a 
powerful - political party structured to 
give representation to the lower classes of 
society are examples; (b) government 
taking over economic functions previously 
left to private enterprise, as exemplified 
by the expropriation of the oil industry 
and the railroads and the rapid expan- 
sion of publicly owned electric power 
plants; and (c) government providing 
increased services and facilities in such 
areas as highways, schools, hospitals, and 
various kinds of educational programs. 

Second, the great extension of govern- 
ment power and responsibility was not 
the result of an original master plan. 
The early leaders of the revolution 


18 The Economic Development of Mexico, op. cit. 


thought in terms of political reforms and 
were vague about the manner in which 
such political changes would affect the 
material well-being of the people. Subse- 
quent leaders, however, inaugurated eco- 
nomic reforms and widened the area of 
government activities as explicit means of 
maintaining political power. In the 
1920’s, this appears to have been done 
partly in order to win the support of agri- 
cultural laborers who wanted land, partly 
to have a government-controlled labor 
movement which could be used as a whip 
over the heads of large companies, par- 
ticularly foreign owned companies, and 
partly to buy the support and allegiance 
of important political leaders and army 
generals. In more recent years the pro- 
vision of public services and facilities, as 
exemplified in the government’s invest- 
ment program, has been directed more 
specifically toward increasing the produc- 
tive potential of the economy. In all in- 
stances these government activities, most 


of which now appear to have been 


about it are pertinent. First, most of the ,.growth-creating, were also vote-winning. 


The revolutionary party has been able to 


‘hold office by using government power to 


provide services and facilities which a 
majority of people wanted and needed. 
Land reform and favorable labor legis- 
lation in the 1930’s were: particularly 
important in building a savings account 
support for the party on which it was 
able to draw in the 1940’s when infla- 
tion was pinching the incomes of workers 
and small farmers. 


The wide extension of government 
power and responsibility could have re- 
sulted in a series of economic debacles. 
Instead, it appears to have resulted in 
progress and economic growth. From 
time to time there has been serious graft 
on the part of government officials and 
their associates, although as has been 
pointed out, this immorality appears to 
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have improved the pattern. of business 
entrepreneurship; and there have been 
errors and inefficiencies in the adminis- 
stration of public resources. Many 
people would argue that the oil industry 
would be more productive today and that 
the railroads would not be. clogged with 
freight had they been left in private 
ownership. On the other hand, there is 
much evidence that public administra- 
tors in Mexico have time and time again 
made sound decisions and that the 
quality of public administration is im- 
proving. It has been of the utmost im- 
| portance, for instance, that it was high- 
ways, railroads, irrigation projects, power 
plants, village water supplies, schools, and 
hospitals that have been built from the 
savings squeezed out of the lower-income 
classes by inflation—instead of elaborate 
public buildings which so often line the 
| plazas of the capital cities of other Latin 
| American countries. This is but one 
example which indicates that Mexican 
government officials, though often radical 
and unorthodox by United States stand- 
ards, have been constructive and far- 
sighted when compared to other under- 
developed countries. Had public policies 
not been relatively wise and directed to- 
ward the long-time interests of the lower 
and middle classes of society, the story of 
Mexico’s economic growth, if indeed 
there had been growth of any significance, 
would have been quite different from the 
course it has taken during the past 20 
years. 


IV. Conclusions 


The preceding exploration of the 
manner in which a political, social, and 
economic revolution affected the growth 
of the Mexican economy has necessarily 
been brief and tentative. The problem 
is much too broad and complicated to be 
treated fully in an article of this nature. 
Nevertheless, it is hoped that the evidence 
which has been brought to bear on 
the problem shows that the revolution, 
through its impact on entrepreneurship, 
labor, capital, and public administration, 
provided a sufficient condition for the 
rapid economic growth which has charac- 
terized the Mexican economy for the 
past two decades. No attempt has been 
made to argue that it was both a sufficient 7* 
and a necessary condition of economi 
growth. 

There may be other ways in which 
other underdeveloped countries can reach 
the level of momentum that Mexico has 
achieved. The Mexican experience pro- 
vides only one example. It is, however, 
an interesting and important example 
which suggests that the wall which 
divides the societies of many underde- 
veloped countries into technologically ad- 
vanced and traditionally oriented sectors 
can be broken down by proper govern- 
mental action. This is obviously a prob- 
lem in realigning and reorienting deep- 
seated institutional arrangements. If this 
paper has indicated how one country 
changed some of these arrangements in 
a manner to promote economic growth, 
the author’s aim has been achieved. 
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Taxes and the Conservation of Privately 


Owned Timbert 
by WESLEY C. BALLAINE* 


The Problem 

ECONOMISTS have been of little help 

in the controversial topic of the effect 
of taxation on decisions which affect conserva- 
tion of timber by the owners of private forest 
lands. This is certainly not because of the 
lack of stimulus from strongly expressed 
opinions by persons immediately concerned. 
Statements affirming that present or future 
taxes will have results inimical to conserva- 
tion originate commonly, but not exclusively, 
with timber owners. There is also some 
public interest in the possibilities of taxing in 
such a manner that conservation is actively 
encouraged. 

Of the many and varied reasons for the 
growing concern over the effects of taxation 
on conservation practices, three are of par- 
ticular importance. The first is that taxes 
are becoming increasingly significant cash 
cost elements. This, of course, is a situation 
common to business as a whole and is in no 
way restricted to commercial forest operation. 
The second reason is that the value of 
privately-owned forests is now so high that 
an owner tends to be extremely conscious of 
the desirability of properly “looking after” 
his financial commitment. One aspect of this 
desire to “properly” manage an important 
asset is that he is more susceptible to tax 
stimuli than was the case when stumpage 
was relatively cheap. Also, the rapid growth 
of integrated operations in which giant wood- 
processing manufacturers own sufficient tim- 
ber to provide themselves with a perpetual 
supply of much of their raw material is an: 
important factor because such owners are 
inclined to have better cost information and 
to be more cost conscious than are smaller 
holders. The third reason is that the rising 
pressure on our timber reserves has made the 
public increasingly aware of the importance 
of the 74 percent of commercial forest lands 
now in private hands. The decisions of the 
owners relative to the management of these 
lands is continually gaining in social impor- 
tance. 

t This paper is largely the result of the author’s participa- 
tion in a co concerning the contributions which 
economic theory can make to an understanding of the effect 


of various taxes upon decisions about conservation practices 
by the owners of privately-held timber lands. The con- 





Despite this interest there has been little 
reliance upon economic theory either as an 
aid to explain relationships or to suggest 
public policy. For the most part, current dis- 
cussions are emotional and, from a technical 
point of view, superficial. Admittedly this is 
a difficult area for economists because so 
much of the analysis necessarily rests upon 
incidence. Nevertheless, there are few pecu- 
liarities in the application of conventional 
theoretical approaches. In fact, certain 
aspects of the effects of taxes on conservation 
of timber have been adequately treated, but 
have not provided an analytical framework. 

The purpose of this paper is to explore 
some of the reasons why economic theory has 
not contributed more toward an understand- 
ing of the relationships between taxation and 
the conservation of privately-owned timber. 
There will be no attempt to suggest tech- 
niques by which private timber owners can 
be encouraged to make forest management 
decisions that seem beneficial to them on 
the basis of their tax situation. The only 
problem to be dealt with is why economic 
theory has not made the contribution that 
it should make toward realizing a defensible 
public policy. 

Meaning of Conservation* 

Much of the strong feeling associated with 
forest conservation has been caused by the 
different interpretations placed on the word 
conservation. Its early meaning was associ- 
ated with the preservation of existing trees. 
From this point of view, loss of timber by fire 
or disease was scarcely worse than by logging. 
Although this meaning is clearly untenable 
ference dealt with both theoretical concepts and research 
required to make public policy recommendations. Although 
he is in no sense writing a review, the writer is more in- 
debted to the conference participants than the occasional 
footnotes may indicate. 

Taxation of Privately Owned Timber, Proceedings of a Conference, 
Bureau of Business Research, University of Oregon, Eugene, 
Oregon, 1959, will be referred to as Proceedings. 

* Director, Bureau of Business Research: University of 


Orgeon. 

1F. R. Fairchild and Associates, Forest Taxation in the 
United States (Washington, D. C.: 1935) United States 
Department of Agriculture, Miscellaneous Publication No. 
218, contains excellent analyses which merit far more 
attention than they have received. 

2S. V. Ciriacy-Wantrup, “Social Objectives of Conserva- 
tion of Natural Resources with Particular Reference to 
Taxation of Forest,” Proceedings, pp. 1-9. 
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from an economic point of view, it is‘easy to 
run afoul of many difficulties once we depart 
from the idea that conservation means a 
dislike for stumps. For example, imagine a 
situation in which a rapid liquidation of 
forests might be socially desirable if the result- 
ing profits were husbanded and used for the 
expansion of an industry the demand for 
whose products was substantially greater than 
the demand for lumber and wood products. 
This might mean denuding the mountains 
of the Pacific Northwest of their forest cover 
and using funds realized for the expansion of 
industry in another region. It is at least 
arguable that if the transfer from standing 
timber to capital assets in the other industry 
were made efficiently total resources would 
be conserved. This definition, however, is 
too broad for most public policy purposes. 

The currently accepted meaning of conser- 
vation of forest resources is that a forest shall 
be managed to insure a high and sustained 
yield of timber. . The concept of “sustained 
yield” is difficult to define accurately because 
one soon becomes involved in descriptions of 
the area covered, species included, and 
myriad other details. The basic idea, how- 
ever, is that forest land is considered similar 
to agricultural land. and is expected to pro- 
duce repeated crops with the yield per unit 
subject to alteration by silvacultural practices. 
Accordingly, conservation is not a passive 
concept nor a simple matter of the existence of 
forest conservation or its absence. Rather, it 
is subject to substantial variation. For the 
purposes of this paper, more intensive forest 
management (i.¢., policies designed to in- 
crease yield) will be considered to be in the 
direction of greater conservation, and less 
intensive forest management will be in the 
direction of less intensive conservation.® 

All too frequently conservation becomes in- 
volved in ethics; conservation is necessarily 
good and lack of conservation is bad. So far 
as this paper is concerned, no ethical values 
are to be associated with conservation. Al- 
though an increasing degree of conservation 
is in the public interest, it is.surely conceivable 
that the resources devoted to conservation of 
a given timber stand might be used to greater 
social advantage in other ways. 





* For a good discussion of broad policies designed to bring 
about a forest economy on a continuing basis, see A. D. 
Scott, Natural Resources; The Economics. of Conservation, 
(Toronto, Canada: UniversityZof Toronto Press, 1955), 
pp. 121-25. , ; 
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Effect of Taxes on Forest Management 


Taxes may be positive, negative, or neutral 
in relation to conservation. If not neutral, it 
is possible for them to be a very powerful 
force either positively or negatively because 
taxes and interest are often the principal cash 
costs of timber holding.: . 

Many decisions made by forest owners in 
the management of their properties may be 
affected by taxes. The most obvious is the 
decision of when to cut. This decision also 
depends upon the age of the trees. Trees 
grow rapidly in their youth but, some years 
after they reach a merchantable size, their 
rate of growing slows and, for the stand as a 
whole, (an even aged stand makes analysis 
more simple), a stage ultimately will be 
reached at which the number of board feet 
of standing timber will at first stabilize and 
then decline slowly because of windfalls, rot, 
and other hazards’ associated with over-age. 
Changes in the cost to an owner in holding 
mature and over-mature timber may make 
a substantial difference to him in how long 
he delays a decision to log. Current and 
anticipated prices of stumpage are equally 
important decision determinants. . 

There are, in additon, many other forest 
management decisions. For our purposes the 
broad category of forest care may be divided 
into two subdivisions. The first relates to the 
protection of the trees in the stand so that 
they willarrive at a merchantable size and be 
available for cutting at the time scheduled. 
The second relates to methods of increasing 
the yield of timber on a given area of forest 


Under the heading of protection are such 
common procedures as: the reduction of fire 
loss by construction of fire lanes, manning of 
lookout stations, reduction of loss from insect 
infestation, diseases, blights, and other similar 
causes of death to growing trees. If certain 
species of animals living in the area are con- 
trolled the trees will have a much better 
chance of reaching merchantable size; tree 
seed are eaten by squirrels, seedling trees are 
eaten by deer, larger trees are ringed by 
porcupines, and so on. 

The second kind of forest management is 
practiced in a serious manner by only a few 
private owners ‘who employ professional 
foresters. Virtually without exception these 
owners are corporations which are primarily 
wood processors looking upon their timber 
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lands as a continuing source of raw material. 
Excellent results are obtained in Western 
Europe where intensive forestry is widespread 
and from those few instances in which it is 
used in the United States. It is probable that 
intensive forestry practices will expand in 
use if the price of standing timber continues 
to increase at a rate similar to that ex- 
perienced during the last two decades. The 
sorts of activities included in this kind of 
forest management or silvaculture, include 
removing fallen timber to permit the growth 
of new trees, thinning the trees to reduce the 
number of knots when they are cut several 
decades later, and the planting of new trees 

in nurseries. An aspect of manage- 
ment which is fairly common is timing the 
cutting of trees so that they do not spend 
many years at slowing rates of growth. This 
means that the trees in a stand are adding 
more growth in each of their early years than 
they would if permitted to reach an age where 


_ growth rate declined. Probably the greatest 


potential increase in yield lies in the careful 


selection of seed trees and the close control 


of fertilization; genetics has as great a future 
in commercial timber production as it has 
had in commercial livestock production and 


_ the growing of grains. 


The extensive practice of any kind of 


| forest management may be properly con- 


sidered a capital expenditure although, as 


_ will be pointed out later, this is not necessarily 
the legal view. Such expenditures appear to 
| be looked upon by the owner as an invest- 
_ ment which will return the cost plus a profit 
_ over a period of years and not as an operating 
_ expense. The line of demarcation between 

capital and operating expenditures is hazy at 
_ best but the fact that a return will not be 


realized for many years seems to make the 
timber owner view many forest management 
expenditures as though they were investment 
in fixed plant. 

It is pointed out most emphatically that in 
any discussion of the relationship of taxes to 
forest management there are serious dangers 
in assuming that its nature is simple cause 
and effect. One of the several factors account- 
ing for this hazard is that incidence of taxation 
is one of the most unsatisfactory areas of 
economic theory; often the final resting place 
of the burden cannot be ascertained. One 
aspect of this uncertainty is that decisions re- 
lating to the conservation of natural resources 
do not result from anticipations regarding 
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future profit in the same degree that such 
decisions occur in most common economic 
situations. The chain of logic involved is 
that normally taxes affect profit expectations 
(the anticipated effect may or may not be 
premeditated by the taxing authority) and 
profit expectations determine conservation 
decisions; but if conservation decisions do 
not respond to market stimuli, the entire case 
for believing that taxes do affect forest man- 
agement decisions is not tenable. There are 
several reasons why conservation decisions do 
not respond to profit expectations in the same 
degree that other economic decisions do. One 
of these reasons is that the cutting cycle for 
most commercial species, except in the 
Southeastern states, is of such long duration 
that the element of uncertainty at the begin- 
ning of a new cycle is for many owners suffi- 
ciently great to outweigh anticipated profits. 
Note that the discussion here is of uncertainty 
and not risk. Risk is subject to probability 
analysis so that the likelihood of occurrence 
can be reduced to mathematical terms, but 
this is not true of uncertainty. Loss by fire 
might be classed as a risk whereas a con- 
tinued satisfactory market in the next century 
for logs from a particular piece of forest land 
is an uncertainty. A second reason why 
conservation decisions do not readily respond 
to changes in profit anticipations is that unless 
the time for logging the standing timber is 
close at hand, the present value of returns to 
be realized at a distant, but indefinite, future 
date are exceedingly difficult to estimate. 


A crucial aspect of the relationship of taxes 
and conservation decisions by private timber 
owners is that the importance of both un- 
certainty and the difficulty of estimating the 
present value of future income from forest 
lands depends upon the personal character- 
istics of the timber owner. For the purpose 
of illustrating the degree of difference that 
exists, two widely divergent kinds of owners 
will be used. Assuming a cutting cycle of 80 
years for a stand of even age, a private indi- 
vidual owning timber land cannot expect to 
harvest more than once in his lifetime. If 
the time of harvest should arrive when he is 
40 years of age, the next cutting is so far 
distant that his interest in it is not likely to be 
great. Moreover, uncertainty for him is so 
high that the task of estimating the present 
value of income to be realized 80 years hence 
is almost impossible. For contrast, let us 
consider the position of a large corporate 
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organization, the major activity of which is 
the operation of such closely allied wood 
processing plants as sawmills, pulp and paper 
mills, plywood factories, and particle board 
plants. If this corporation also owns exten- 
sive timber lands to insure a constant supply 
of raw materials, it is called an “integrated 
operation.” The relatively uniform supply 
of logs is effected by establishing a “circle” 
so that some of the timber lands are al- 
ways being logged but the circle is com- 
pleted only once in 80 years. The corpora- 
tion may expect to buy part of its logs from 
other sources, perhaps from the United States 
Forest Service, but its principal reliance 
will be upon its own timber. For such an 
owner uncertainty is relatively unimportant 
and the next harvest does not appear so 
distant that its present value is unduly diffi- 
cult to estimate. 


The point to be emphasized is that un- 
certainty and the difficulties for private in- 
dividuals in estimating the present value of 
the future yield of forest lands are great 
because of the length of time required for 
trees to grow to the size from which the 
owner will realize the maximum return by 
cutting. On the other hand, neither factor 
is nearly as significant to a large integrated 
firm, the principal interest of which is the 
processing of various kinds of wood products. 
This explains, at least in part, why given 
profit anticipations do not lead to specific 
conservation decisions with the degree of 
predictability that is found in other economic 
areas. 


Models 


It is now fashionable to call the analytical 
procedures used in forecasting “models.” 
These are simplified versions of the real world 
which, it is hoped, will respond to particular 
situations much as does the real world. The 
model may be expressed as an equation, or it 
may be an exact written statement of the 
changes that may be expected to occur in 
dependent variables if the independent 
variable is altered. A relevant model for the 
purposes of this paper would respond to 
changes in taxes with changes in conservation 
practices sufficiently similar to responses in 
the real world so that reasonably reliable 
forecasts could be made from the model’s use. 
Such models have not been constructed. 
Without models that can predict with a high 
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degree of reliability, contributions of theory 
can have little effect upon public policy. 
The crux of the question with which this 
paper deals is why successful models have not 
been developed in this area. A brief descrip- 
tion of an appropriate model including the 
relationship in which we are interested will be 
given so that the point of weakness can be 
isolated. There are three basic elements to 
such a model: (1) The kinds of taxes which 
may affect conservation decisions. These will 
be reviewed in the next section. (2) The 
forest management practices that can be affected by 
a timber owner’s responses to tax stimuli. These 
have already been briefly indicated. (3) The 
timber owners who react to taxes. They will be 
discussed in the section following taxes. 


Taxes That Affect Conservation Decisions 


There are many different kinds of taxes 
that may affect the decisions of timber owners 
regarding the forestry practices they adopt. 
The broad groupings given below do not 
include all forms of such taxes, but they do 
cover most of the important ones. 

1. The Real Property Tax.‘ This is usually 
based on an appraisal of both the land and 
the timber which means that the valuation 
base should be increased periodically to 
allow for growth of the stand or lowered to 
allow for decreases from logging. It is also 
possible for the tax to be placed only on the 
land in the same manner that agricultural 
land is taxed without including the crops 
which are produced upon it. 

This tax has been poorly administered in 
the past, principally because good and poor 
forest lands were given the same valuation 
and because the timber was inadequately 
cruised when it was included in the tax base. 
In recent years the assessed value of land and 
timber has been increased very substantially 
until in some jurisdictions (e.g., Oregon) it 
approaches true market value. This has 
given the property tax significance as an in- 
fluence upon forest management decisions in 
those particular jurisdictions. The effect is 
the same as for any other fixed cost except 
for possible increases in the tax base made as 
the stand increases. 





‘For the nature of property taxes as applied to timber 
holdings, and certain implications, see Fairchild and Associ- 
ates, op. cit., Ellis T. Williams, “The Property Tax on Forest 
Land and Timber,” Proceedings, pp. 61-72; A. D. Scott, 
“Taxation as a Tool for Accomplishing Social Objectives in 
Forest Management,” Proceedings, pp. 17-27. 
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. There are innumerable variations and 
modifications of the property tax as it applies 
to forest land and timber. One of these is the 
separate classification of timber land which is 
producing “‘second growth”; this classifica- 
tion is usually favorable to the timber owner 
in order to encourage him to re-stock his land 
after it has been cut over. Although this sort 
of provision is found in the laws of many 
states, it is not extensively used both because 
of weaknesses in laws and difficulties in 
administering them. Another modification 
which is often found in conjunction with the 


classification of forest land provisions, is to - 


permit postponement of the payment of 
property taxes until the stand is cut, a pro- 
vision which can result in the property tax 
shading into a yield tax. 

2. Output.’ Although both severance 
and yield taxes are paid at the time the stand- 
ing timber is cut, their origins and purposes 
differ. The yield tax is basically a deferral 
of the property tax whereas the severance tax 
is an adaptation to forestry of a tax common 
in mining. These taxes become either taxes 
on net receipts or marginal costs depending 
upon whether or not the particular stand 
under discussion is a part of a unit large 
enough to manage on a sustained yield basis. 

3. Inheritance Taxes.6 These may be im- 
portant determinants of a decision to cut if 
they result in a sudden demand being placed 
on an estate or the heirs to pay a substantial 
sum of cash in excess of what is available. 
Such situations may involve proprietorships, 
partnerships, and closely held corporations, 
but riot publicly held corporations. Whether 
or not a sudden and unexpected need for cash 
to pay estate and inheritance taxes will result 
in clear cutting a merchantable stand of 
timber that has not yet reached maturity de- 
pends upon the market for forest land and the 
availability of forest credit. If the necessary 
Money can be obtained by borrowing or by 
selling some of the land, with standing timber 
on it, the trees may be held to maturity. 
However, the market for forest land is very 





5 For details about these taxes and some economic impli- 
cations, see Robert Campbell, “Forest Yield and Severance 
Taxes,” Proceedings, pp. 47-52; Fairchild and Associates, 
op. cit.; Ralph Marquis, Forest Yield Taxes (Washington, 
D. C.: United States Department of Agriculture Circular 
899, 1935). 

. See Murray R. Benedict, “Inheritance Taxes,” Proceed- 
ings, pp. 35-40, and discussion, pp. 41-46; Resources for the 
Future, Inc., Forest Credit in the United States, A Survey of 
Needs and Facilities (Washington, D. C., 1957), pp. 86-87. 
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imperfect and the availability of forest credit 
varies both geographically and recurrently. 

The possibility of clear cutting immature 
timber at some indefinite time in the future in 
order to meet inheritance taxes would appear 
to operate against adopting many kinds of 
forest management. Relatively little is known 
about the effects of inheritance taxes on 
forest conservation. ; 

4. Capital Gains.‘ The importance of 
capital gains taxes is in the fact that income so 
classified pays a much lower rate than other 
income. This gives the taxpayer a powerful 
motive to classify as much of his income as 
possible in this category. 

Prior to 1944, a timber owner had to sell 
his timber outright in order to establish a 
capital gain. However, the 1939 Internal 
Revenue Code was amended in that year by 
Section 117 (K) (1)* which permitted the 
owner to “sell” timber to himself and establish 
a capital gain if the timber was to be processed 
in his own plants (“‘he” is a corporation in 
almost all cases). Since there was no trans- 
action it was necessary to establish a price for 
purposes of determining the amount of the 
capital gain. Frequently this could not be 
done objectively because of the absence of 
satisfactory criteria; the pressure was great 
to place this “sale” value as high as possible 
within defensible limits in order to classify 
the maximum proportion of income as capi- 
tal gains. Moreover, the owner was per- 
mitted to treat expenditures for timber pro- 
duction as operating expenses, rather than 
capital expenditures, allowing them to be 
charges against the high-bracket income of 
an integrated plant. A similarly worded pro- 
vision (631 [a]) which is currently in force 
was incorporated into the Internal Revenue 
Code of 1954. 

The special treatment of forest expenditures 
considerably increases the proportion of the 
income of an integrated firm that is subject to 
the preferential capital gains tax. It gives a 
powerful stimulus to the acquisition of timber 
by an integrated firm because the expendi- 
tures made on forest management are treated 
as operating costs. Normally, expenditures 





1 The only discussion known to the writer on the nature 
and implications of this tax is Walter J. Mead, ‘The Impact 
of Capital Gains Taxes on Timber Resource Utilization,” 
Proceedings, pp. 81-89. 

#58 U. S. Statutes, 57; Sec. 208, Chapter 63, Act of 
Feburary 25, 1944. This legislation also covers certain 
mining and natural gas properties. 
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made on an asset, the profit on the sale of 
which will be treated as a capital gain, are 
charged against the capital gain. But if the 
firm is an integrated timber grower and 
processor, the cost of forest management can 
in effect be charged against the profit of 
processing (upon which a 52 percent tax is 
paid if the firm is a corporation) which en- 
ables it to classify a large part of its income as 
capital gains. 

5. Personal and Corporate Income Taxes. Both 
of these taxes are germane to this discussion 
only to the extent that they reduce the total 
earnings, a portion of which might be plowed 
back into forest management if the decision 
makers of the firm decide to do so. 


Timber Owners and Taxes 


The position of this paper is that the con- 
struction of satisfactory models of the rela- 
tionship between taxes and conservation is 
precluded by the lack of information about 
the proportion of various kinds of forest land 
tenure in different areas. Without adequate 
knowledge of the tenure mix, we cannot fore- 
cast the effect of a particular tax upon decis- 
sions regarding forest management because 
differently situated timber owners will react 
according to what appears rational from their 
particular position. These reactions may 
be so varied that prediction is impossible be- 
cause the relative importance of the kind of 
timber owners in the mix is unknown. Since 
timber owners are not homogeneous from the 
peint of view of response to tax stimuli, we 
cannot devise a model for timber owners in 
general without careful weighing of each 
group constituting the aggregate. 

It is clear, upon inspection, that the various 
taxes described above will not affect all 
timber owners with equal intensity. In- 
heritance taxes affect individuals, including 
closely held corporations which may be 
virtually indistinguishable from the private 
property owners, but they do not affect 
large corporations the stock of which is 
widely held. Capital gains tax benefits are 
much more likely to figure significantly in 
decision-making if the timber owner is a 
large integrated firm other than a farm 
woodlot owner. An increase in the property 
tax may lead an individual whose timber is of 
merchantable size to clear cut his stand 
whereas a corporate owner (especially if it is 
an integrated firm) may elect to practice 
more intensive forestry to insure an increased 


yield from the property which will pay for the 
higher taxes. 

Surprisingly little information exists about 
the tenure of owners of privately-owned 
timber lands.* This is partly because infor- 
mation about the size of holdings has been 
collected for purposes other than the reaction 
of timber owners to their tax situations. A 
possible start in this new direction has been 
made for smal] individual holders in a 
methodological study by W. A. Christensen 
which intensively investigated three town- 
ships in eastern Broome County, New York, 
and cursorily studied five other New York 
counties."° The locale of the study neces- 
sarily limited its coverage to small holdings. 
Its purpose was to consider the “questions of 
(1) how to determine what forest owners do 
with their forest land, and (2) how to deter- 
mine why they act as they do... .”!! To 
the extent that the techniques used for 
answering the second question are applicable 
to ascertaining reactions to tax stimuli, it is a 
development of importance to the problem 
considered in this paper. 

A closely allied weakness to the analysis of 
the reaction to timber owners to taxation is 
the almost complete lack of knowledge of 
why private owners of timber lands buy and 
sell such properties. Without knowing some- 
thing of the reasons why they hold timber 
land and then sell it we have great difficulty 
in constructing a model of how they will 
respond to tax changes. 

If the methodological approach suggested 
by Christensen should provide adequate and 
accurate information about the motivation 





*Thomas C. Adams, Marketing of Farm Forest Products: 
Thirteen Western Oregon Counties, Corvallis, Oregon: Agri- 
cultural Experiment Station Bulletin 567, Oregon State 
College, January 1959, 

Harold L. Baker and Adon Poli, Area and Ownership of 
Forest Land in Humboldt County, California, Forest Survey 
Release No. 16, California Forest and Range Experiment 
Station, November 1952; and Ownership and Use of Forest 
Land in the Redwood-Douglas-fir Subregion of California, Cali- 
fornia Forest and Range Experiment Station Technical 
Paper No. 7, June 1954. 

Paul E. Malone, Instability of Forest Land Ownership in 
Westera Oregon and Washington 1932-1941, Pacific Northwest 
Forest and Experiment Station, Research Paper No. 1, 
Portland, Oregon, June 1948. (Mimeographed) a: 

Also, H. J. Vaux and M. R. Benedict, Proceedings, pp. 42 
and 43. 

1eW. A. Christensen, “Methodology for Investigating 
Forest Owners M ent Objectives,” unpublished 
Ph.D. thesis, New York State University, College of Forestry, 
Syracuse, New York, 1957. 

11 Tbid., p. 12. 
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of various groups of timber owners when 

applied on a large scale, a classification 

appropriate to the purposes of this paper 
ight be along the following lines: 

I) Owners of timber only: A. Woodlot 
holders (up to 25 acres). B. Holdings suffi- 
ciently small that management planning will 
not extend beyond life of present owner (25 
to 5,000 acres). C. Large holdings (above 
5,000 acres.) 

(II) Timber owned by a mill, or timber 
and mill having common ownership: A. 
Small companies whose planning does not ex- 
tend beyond life of present owner (up to 
5,000 acres). B. Large mill, but timber 
holdings too small or too distant to constitute 
an adequate source of raw material. C. 
Large firms with adequate timber holdings 
to insure continuity of supply the stock of 
which is widely held by the public. D. Large 
firms (etc.) the stock of which is closely held. 

The reasoning behind this classification will 
be given, although we can do little but 
speculate about what a classification ought 
to be without adequate empirical studies. 
The basis of the tentative grouping is ob- 
viously that of motive. A_ reasonable 
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hypothesis seems to be that the motives of 
holders whose profit will be realized only by 
the sale of timber will be different from those 
whose anticipated profit will arise from an 
integrated operation which includes both 
timber holding and manufacturing. Each 
of these two main categories can be subdi- 
vided, again utilizing what appears to be 
reasonable assumptions about motives, prin- 
cipally on the basis of size. The appropriate 
number of classes and the class descriptions 
can be ascertained only with careful field 
work. A more rational basis than acres 


_would probably be total board feet, or 


number of board feet added annually to 
stand by growth, or value. 

Not until information has been collected 
which will permit a classification of timber 
owners by response to specific taxes can a 
start be made toward building satisfactory 
models. The model must allow for the vary- 
ing reactions by different groups. Also, the 
importance of each group must be weighted 
if the model is to be used for the purpose of 
producing an accurate aggregate forecast of 
the effect of taxation on the conservation of 
privately-owned timber. 





Reports and Comments 


Economic Growth—The San Diego Case 


A RECENT announcement to the effect 
that the population of San Diego 
County has passed the one million mark, and 
that the city of San Diego now has a popula- 
tion of 554,000,! has aroused various contra- 
dictory hopes and fears among the popula- 
tion. On:the one hand, real estate promoters 
who take pride in large numbers welcome 
the news and are already discounting at a 
higher valuation their holdings of real estate, 
or are planning additional subdivisions of the 
waste lands and desert areas. On the other 
hand, those who had hoped to find a quiet 
life, free from the stresses and strains, in a 
healthful and stable community, are filled 
with dismay as their peace is encroached 
upon. This latter group are banding them- 
selves together in community associations to 
protect themselves and their property from 
the continued encroachments of those seeking 
to erect dwellings for sale and for rent. It is 
acknowledged by the mayor, and by some of 
the city fathers, that the present course is 
tending in the direction of high social costs, 
a trend that has already brought disaster close 
to Los Angeles and to many other communi- 
ties in Southern California. The coming of 
the giant concern to San Diego has brought 
in its wake instability of employment, high 
taxes, and costly social problems. The 
major issue that presents itself is how can 
San Diego avoid the miseries that are already 
over-taking the inhabitants of neighboring 
California cities. 

The situation is not new to San Diego. It 
is a fact that the community during the past 
seventy years has been under a severe attack 
of a growth stimulus administered to the semi- 
conscious patient by the “interests.” In the 
period from 1889 to the end of the 1920’s it 
was the Spreckels “‘interests”;? since 1941 it 


1 San Diego Union, July 30, December 27, 1959. 

2 Spreckels, in this respect, refers also to those leaders who 
went along with John D. Spreckels and his ideas about the 
development of the community, such as the Marston and 
Scripps families. 


has been the corporate “interests” owning 
Consolidated Aircraft, presently General 
Dynamics.’ Associated with these large in- 
terests have been clusters of smaller business 
establishments which have been more or less 
sheltered under the wings of the large 
capitalists. In the case of Spreckels it was a 
personal shelter and a general individual 
over-sight; in the case of General Dynamics 
it is an impersonal shelter; the corporation is 
a large organization of officers and stock- 
holders without attachment to San Diego, 
or to the community’s social life, and seeks its 
profit in national and international. opera- 
tions. San Diego is living under a regime of 
the impersonal, in contrast to its. previous 
existence under the watchful eye of a financial 
overlord to whom a personal plea for prefer- 
ence and for clemency could be made. The 
impersonal, matter-of-fact attitude of the 
giant corporation is changing the economic 
and social foundations of the community. 


Under the Spreckels regime San Diego 
aimed to become an international tourist and 
health resort. The wealthy would have their 
headquarters at the Hotel de Coronado; 
middle-income families would find accommo- 
dations at the various beaches and villages, 
and the sick and ailing and people with 
modest incomes would make up the largest 
number of residents. It was not expected, 
generally, that the wealthy recreation seekers 
would make their permanent homes in San 
Diego; they were expected to make their 
profits elsewhere and to spend them in San 
Diego. The scheme was planned to provide 
a pleasant community for the permanent 


 Moody’s Industrial Manual, 1959, p. 845, gives the following 
information about General Dynamics: It was incorporated 
in Delaware on February 21, 1952. In that year Electric 
Boat Company was merged with General Dynamics; in 1954 
Consolidated Vultee Aircraft was acquired; in 1955 Strom- 
berg-Carlson, and the Liquid Carbonic Corporation in 1957. 
In 1958 it acquired three Mexican firms and built the 
Hopkins Laboratories and Astronautics (a missile plant) in 
San Diego. It has also acquired a large building supply 
company. 














residents and a highly satisfactory return on 
local invested capital. It was a regime of a 
few large non-manufacturing establishments 


and many small businesses, most of them of 
a service nature; of peace and stability; of © 


recreation and quiet enjoyment. The naval 
base which was established in San Diego 
at the time of the Spanish-American war 
encouraged the working out of the scheme 
since the money was brought into San Diego 
from outside of the city and was therefore 
similar in its effects to the sums spent by 
tourists. The entrance of new large com- 
petitive business was opposed and even 
fought bitterly if they threatened the profits 
of one of the various Spreckels enterprises— 
but if they were small and catered to the 
whims of the tourists or of the naval establish- 
ments they were approved and even en- 
couraged. 

The new dispensation of General Dynamics 
is entirely different. It is the sixteenth 
largest employer in the United States with 
plants in many parts of the country and with 
headquarters in New York City; Convair and 
Astronautics at San Diego happen to be two 
of its plants. One employee in four in San 
Diego works directly or indirectly for General 
Dynamics. The firm is engaged in part, in 
activities based on advanced science; in work 
upon missiles, electronics, and research. 
Other and smaller firms have trailed after 
General Dynamics and have established 
themselves in San Diego to engage in various 
aspects of electronics work. 

It has been a boom time. In 1939 there 
were 294 manufacturing establishments in 
San Diego, employing 6,016 persons; in 1958 
there were 700 employing 71,070. The 
value of manufactured products increased 
four and a half times between 1947 and 1956, 
the most rapid increase of any major in- 
dustrial area in the United States.‘ Agri- 
cultural production in value terms, electric 
power sales, and bank debits, are all up. 
Construction proceeds apace; it was 102.7 
per cent higher in value in 1958 than the 
1947-1949 average and the first half of 1959 
exceeded previous records.’ The civilian 
labor force grew from 180,800 in 1949 to 
276,600 in 1957, and employment in the air- 
craft industry from 13,500 in 1949 to 51,300 
in 1957. In retail trade, services, wholesale 


‘First National Trust and Savings Bank of San Diego, 
Annual Report, 1958, p. 13. 
§ San Diego Union, July 2, 1959. 
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trade, and government employment, the 
number of employees is considerably above 
the figures of 1949.6 

It has been a rosy period for finance, too. 
Mortgage lending has gone up to “fantastic 
levels”’ and finance, industrial, and mer- 
cantile firms record one year of good earnings 
after another. “The dynamic growth trends 
of San Diego have applied equally to the 
banking field, and there has been an eight- 
fold increase in deposits since 1940,” a leading 
bank reports.* The spirit of big finance has 
permeated the community and few of the 
families but expect that some ofthe gains will 
somehow fall to them. Associated with these 
expectations, of course, has been a consider- 
able rise of self help in the form of specula- 
tion in real estate, stocks, and commodities. 

A comparison of the many years of develop- 
ment of the tourist and resort business under 
the Spreckels regime with the recent pace 
of industrial growth under General Dynamics 
might lead some to conclude that the latter 
state of affairs would necessarily result in a 
greater rate of growth. But this does not 
appear to be the case. The rate of growth 
since 1940 has been at about two-and-a-half 
percent of a year which is not much different 
from the estimated growth of the years prior 
to 1940.° This is to indicate that if San 
Diego had continued along the path outlined 
by the Spreckels interests it might have had 
about the same rate of growth that it has had 
under General Dynamics. However, the 
training, cultural patterns, and attitudes to- 
ward work of the population would have been 
much different. In the Spreckels regime the 

pulation was trained for service; under 
General Dynamics it is trained in mechanical 
processes. 

It is, however, mainly in the area of 
questions of status, of loyalty, of personal 
observances, of felt community obligations, 
that the differences in the regimes stand out. 
During the Spreckels days the questions of 
status and loyalty were settled by the pro- 
nouncements of the leader; and personal 
observances and community obligations were 





¢Frederick L. Ryan, A History of the San Diego Labor 
Movement, (Bureau of Business and Economic Research, 
San Diego State College, 1959), Appendix. 

7Union Title and Insurance Company of San Diego, 
Trends, Vol. 8, No. 1, January 1959. 

* First National Trust and Savings Bank of San Diego, 
op. cit., p. 15. 

* Ibid., p. 8. 
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such as he might decide were well and good. 
But the men of science, the managers and ad- 
ministrators, the engineers and technicians of 
General Dynamics have no personal loyalties 
to give to a local chieftain; their status is 
decided in a businesslike way within the 
grades of the corporation hierarchy; nor do 
they have the personal observances or com- 
munity obligations beyond those that are 
ordinarily required from citizens of the area. 
It is all matter-of-fact and business-like. Of 
course, they may at any time be moved away 
from San Diego to other plants of the cor- 
poration; moreover, should they take an 
active part in community affairs, they may 
be reminded that their prior obligation is to 
the corporation. 


What have been the effects upon the com- 
munity of the coming of this large manufac- 
turing establishment to San Diego? What 
have been the effects of this quite rapid 
change in community direction and effort? 
It is probably somewhat too soon, as yet, to 
judge the full working-out of the effects but 
some preliminary assessments may be made 
with the following criteria in mind: Has the 
coming of the large establishment added to 
the economic welfare and economic security 
of the average citizen as compared with his 
situation under the Spreckels regime? Has 
the large firm improved community facilities 
or has the community physical structure de- 
teriorated under its regime? Has it added to 
the culture of the community by bringing 
additional knowledge and advanced thinking 
within the grasp of the people—in other 
words, is it causing to arise a better educated, 
better informed, and a more proficient 
populace? 


On the first of the criteria, it is very diffi- 
cult to give a definite answer. San Diego has 
been a prosperous community, on the whole, 
since 1890. It has felt the ill effects of de- 
pressions but wage rates have been higher 
than the national average. The coming of 
the large firm has not changed these effects. 
San Diego felt the depression of 1957-1958 
when manufacturing output declined 14.6 
percent. As the admirable report of the First 
National Bank of San Diego explains it: 
“This downturn was attributable primarily to 
developments in our large aircraft industry, 
wherein government stretchouts in defense 
spending caused declines in production and 
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employment at local plants.”!® Without 
raising questions as to who benefited from 
this depression, if anyone, and why it was 
brought about, i.e., the parallelism of forces 
that converged to bring the slump, it seems 
pertinent to point out that it is unlikely that 
the effects would have been so great if San 
Diego had been the “vacation land” which it 
had been in prior years. It is true, neverthe- 
less, that although the unemployment ratio 
rose to 5.4 percent in April 1958, this was 
about two percent below the national aver- 
age. The plants kept the bulk of their labor 
force on the payrolls because they expected 
orders to increase in the future. As a result, 

nal income and disposable income rose 
even in 1957-1958 and average weekly factory 
earnings increased from $93.77 in 1957 to 
about $108.00 in the final six months of 1958, 
which made San Diego’s factory earnings 
among the highest of the nation’s metropoli- 
tan centers. 

These are all indications of a prosperous 
community but one of questionable economic 
stability. The question commonly brought to 
the front is, “What happens to us if peace 
breaks out”? And no clear-cut answer 
appears to be forth-coming. No definite 
plans have been made to diversify industry; 
no definite plans have been announced to 
maintain full employment for the airframe 
workers who are in imminent danger of losing 
their jobs as the government cuts back its 
contracts. Fully 70 percent of these workers, 
it is estimated, rely for their employment upon 
these contracts. Moreover, with prosperity 
has come higher costs. Interest rates and 
rents are rising and real estate values have 
been driven up. Retail sales values have 
continued to rise but there is some evidence 
that credit is being extended at a more rapid 
rate than the rise in the rates of sales and 
some warnings have been given about the 
increasing debt. The economic dependency of 
the community upon financial support of the 
federal government has a disadvantage in 
that appropriations of the defense a yp 
ment may go to some other area of the 
United States rather than to San Diego. 
Very recently, competition between eastern 
plants and San Diego plants for defense de- 
partment contracts came to light and threw 
an additional element of danger into the minds 
of the citizenry. And on this point, at least, 





10 Jbid., p. 12. 
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the good people of San Diego have to watch 
what both hands are doing since Gencral 
Dynamics operates on a national level and is 
interlocked, directly and indirectly, with 
many financial and manufacturing interests 
and even with other aircraft companies; 
consequently, if government contracts are 
granted to eastern companies, General Dy- 
namics may makemoney but San Diego may 
become a depressed area. It should be noted, 
in this respect, that General Dynamics owns 
little in the way of physical properties in San 
Diego—its plants and equipment are held 
under lease or rent and it loses little or nothing 
on this score if it closes up shop and moves 
away. It enjoys a high degree of mobility, as 
economists say. 

On the second of the above criteria, there 
is something to be said on both sides. Having 
given their all to one of the great corporations, 
the people of San Diego find themselves with 
certain assets and liabilities. On the assets 
side are: (a) General Dynamics is a 
profitable corporation with a profit record as 
consistently high as other major companies.'! 
This should indicate that San Diego is not 
likely to suffer from the financial failure of its 
leading company. (b) General Dynamics is 
a progressive company in terms of its willing- 
ness and ability to invest in plant. On this 
score it has kept up with its competitors. 
(c) Its sales record has been very good; 
growth in sales has been remarkable and 
San Diego has been hitched to a kite that has 
been going up. (d) General Dynamics is in 
one of the most advanced technological fields; 
its products depend upon man’s intelligence 
rather than upon wealth of physical resources; 
its emphasis is upon research rather than 
upon conventional products and procedures. 
It employs a large number of technicians and 
professional people who make up a new 
middle class in San Diego. The mass of em- 
ployees, airframe workers and mechanics, are 
skilled and industrious; and the Machinists’ 
Union, which represents them, is upright in 
its conduct and progressive in its attitude and 
insists upon job protection for its members. 
It is, in fact, a type of industry and personnel 
that fits quite well into the San Diego 
scheme, which lacks great advantages in 
natural resources and which has always 
had a fairly large middle class. 


‘48 Standard and Poor’s Industry Surveys, Aircraft, May 21, 
1959, Sec. 2, p. A20. 
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‘There are, however, a number ofdisadvan- 
tages that must be taken into account in the 
social balance sheet. (a) San Diego has lost 
the great advantage that it once had in the 
pe supervision and tutelage of John D. 

preckels who not only directed the affairs of 
the community but who also spent his money 
in the city. The profits that he made locally 
he reinvested in the area. The case is differ- 
ent with General amics, an absentee 
owner. Its board of directors and officers 
center their activities in New York City. 
They are financiers and industrialists in the 
larger financial groups. At one time the 
corporation was associated with the Victor 
Emanuel financial combine which had 
inter-locking arrangements with banks, in- 
vestment trusts, and major corporations in 
steel, aircraft, and other industries. These 
financiers engage in financial operations that 
are common enough in haut finance but that 
are alien to San Diego business. The late 
president of General Dynamics made $1,190,- 
000 in paper profits in stock options in 
General Dynamics stock and Frank Pace, Jr., 
while a high officer in General Dynamics, 
made over one million dollars in stock options 
in his company.’ These profits are, of 
course, additions to the salaries and retire- 
ment funds and other emoluments that come 
to high officers. No criticism of these prac- 
tices is thought of or intended but it does 
appear, on the face of things, that a consider- 
able part of the profits of General Dynamics 
finds its way back to New York City. On 
the other hand, John D. Spreckels was not 
merely using the community—he sought the 
advancement of the city as well as his own 
fortunes. 


(b) San Diego has lost its sense of direction. 
With Spreckels at the helm the community 
was steered in a definite direction and a major 
effort was made to make it an economically 
balanced and stable community. But now it 
is a “company town” with its employment 
and revenue hitched to the fortunes of 
General Dynamics. The advantages of this 
arrangement are discussed above but it will 
be recalled that the stability of the economic 


- life of the community is precarious, as was 


shown in 1958, when unemployment rose 
sharply because the government reduced 
orders to Convair. In the long-run the wel- 


J. A. Li 


ton, The American Stockholders (New York: 
J. B. Lippincott Co., 1958), p. 228. : 
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fare of the community depends upon General 
‘ Dynamics’ success in enlisting in its enter- 
prises its share of the scientific and technical 
‘ personnel of the country but there are no 
indications that the corporation’s manage- 
ment is more than ordinarily endowed for 
this enterprise. In fact, from the news- 
‘paper reports about the testimony of the 
corporation’s officers before the House Armed 
Services Subcommittee it is doubtful whether 
or not they are able to recognize the con- 
tribution of science. The testimony was 
‘ replete with strange mythological references. 
However, the aim may have been to throw 
Congress or the ‘public off the track for 
business reasons. 


(c) There is evidence that a high social 
cost has been thrown upon the community 
by General Dynamics—a cost that was almost 
completely absent under the Spreckels regime 
which consciously avoided large-scale in- 
dustrialization. Merely to list these social 
costs will indicate the price that is being paid 
by the community: Polutted air and water; 
traffic congestion; traffic accidents and fatali- 
ties; unplanned subdivisions; loss of seaside 
developments; inadequate hospitals and com- 
munity facilities; high cost of taxes, rent, 
interest, and land; loss of planned recreational 
areas and green areas around the city; de- 

struction of beauty spots by bulldozers en- 
gaged in flattening the land for subdivisions; 
one crisis after another in education, social 
services, and morals; rise of commercializa- 
tion, mechanization, and speculation; in- 
crease in noise, dirt, trash, and litter; loss of 
amenities by freeways cutting through city 
and suburbs. No attempt will be made here 
to evaluate these social losses but they are 
tremendous in amount and are undoubtedly 
far greater in total than any imagined ad- 
vantages to the ordinary citizen that could 
have been brought to the community by 
General Dynamics. In other words, it is a 
net loss and it is not progress unless progress 
is interpreted to mean an increase in social 
‘cost which means, in effect, long-run social 
suicide. 

With respect to the third of the criteria, 
there is grave doubt as to how it will come 
out, especially in the long-run. It can be 
argued that General Dynamics, with the aid 
of the community and the new University of 


18 San Diego Union, August 4, 6, 1959. 
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California at La Jolla, will train its own 
scientists and technicians and this appears to 
be the long-run plan but there is no require- 
ment that such personnel, once trained, will 
remain in San Diego. Indeed, why should 
they, if there are superior opportunities else- 
where? Moreover, a decadent community is 
not a good recruiting ground for scientists; 
it is hardly to be expected that neophyte 
scientists and technicians of. the highest 
quality will arise from the ashes of communities 
that are being destroyed by high social costs. 
It is notoriously true that a poor environ- 
ment results in a poor product. Why should 
an exception be expected in the instant case? 
Whatever the summation of pros and cons 
that may be given to the first two criteria, 
on the third there appears to be little doubt. 
It isin the negative, the evaluation shows. 


Lest it be thought that too much weight 
has been given to social cost in the above 
evaluation a quotation from an indubitable 
authority in the matter may be cited. The 
quotation is especially pertinent to the San 
Diego case, since the issue is the welfare of 
the many in San Diego relative to the profits 
of the few absentee owners. A number of 
years ago, Alfred Marshall wrote: 


“If a capable builder sets up houses all of a 
rental of £200 a year on a certain piece of land, 
his own interest will lead him to adapt them to the 
requirements of his future customers. But sup- 
pose he is to build two classes of houses, one of 
which will accommodate twenty people to the 
acre, while the other will accommodate two 
hundred to the acre; and that one part of his 
ground is healthy, while the other is unhealthy; 
then his private interest will lead him to put ‘the 
denser population on the unhealthy ground. For 
the well-to-do people will generally pay a higher 
percentage of increase in rental or purchas- 
ing price on account of a favorable soil 
than working classes will. But, from a social 
point of view, the health of two hundred of the 
working classes is of more value than that of 
twenty of the well-to-do persons; unless indeed 
some of them happen to be of exceptional menta] 
quality.” 14 


Within recent times social costs have been 
measured in many ways in addition to the 
measurement suggested by Marshall but with 
the above clear statement of the economics.of 


14 Industry and Trade (London, England: Macmillan and 
Co., 1923), pp. 45-46. ee 
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the case, it is difficult to see how political 
bodies which have the matter in hand can 
overlook the high social cost involved in the 
present situation and avoid taking the steps 
that would relieve the population from its 


uncertainties concerning its future welfare. 
Freperick L. RYAN. 


Professor of Economics, 
San Diego State College 


Urban Economics: Some Lessons from Gertrude Stein 


WEEN, after a long discussion, Ernest 
M. Fisher concluded by saying that 
the economic base of a city is the sum of the 
activities that give rise to incomes within the 
city, one of his students exclaimed that such 
a definition was no better than Gertrude 
Stein’s “Rose is a rose is a rose is a rose.””' The 
moral of this story, as we shall attempt to 
show, is that Professor Fisher was right and 
that Gertrude Stein inadvertently provides 
us with a shrewd criticism of some current 
theories of the “‘urban economic base.” In 
fact, there is no base; there is only an econ- 
omy. Hence, it is useful to say quite simply 
‘“‘an economy is an economy is an economy.” 
The contrary conclusion—that there is 
some definable “base” to an urban economy 
—has rested typically on the idea that a 
city’s “export” industries are its economic 
foundation and that the future growth of 
employment or population in any city can 
be related in a predictable way to the growth 
of its export industries. According to this 
theory, non-export industries (called “non- 
basic”) live by. servicing export industries 
(called “‘basic”); and employment in the 
former bears a fairly fixed ratio to employ- 
ment in the latter. It follows that if we can 
predict basic employment we can also predict 
nonbasic and hence tota) employment (or, 
by extension, total population). 
The basic-nonbasic theory has been ex- 
pounded, refined, and criticized at length? 


1Gertrude Stein, “Sacred Emily,” Geography and Plays 
(Boston: The Four Seas Company, 1922), p. 187. 

2 The idea that urban activities could be divided into two 
classes, one primarily export, the other mainly service, has 
been traced back as far as Frederick Law Olmstead who 
stated it in a letter quoted by Robert M. Haig and Roswell 
C. McCrea, Regional Survey of New York and Its Environs (New 
York: The Regional Plan of New York and Its Environs, 
1928), Volume I, p. 43. However, Haig and McCrea 
rejected this criterion in favor of one based broadly on com- 
parative advantage in the use of land. 

Homer Hoyt developed and made the first practical appli- 
cations of the basic-nonbasic idea in his work at the FHA in 
the 1930's. He then outlined the method in Arthur M. 
Weimer and Homer Hoyt, Principles of Urban Real Estate 
(New York: The Ronald Press, 1939). Soon afterwards he 





and it is not my intention to go over the 
whole ground again in this paper. Instead, 
I should like to analyse selected aspects of the 
theory and then suggest why my comments 


‘have implications for urban economic studies 


generally. 

I should like to start by considering the 
simple question of whether the basic-non- 
basic theory works. If it does work then it is 
very useful, just because it is so drastically 
simplifying. For this theory, if it works, 
enables us to narrow our problem ‘most 
conveniently. We can predict the growth of 
a city’s economy (measured by employment 
or population) by looking only at prospects in 
its export industries while ignoring all its 
other economic activities, which would in- 
deed be more troublesome to deal with any- 
way since on the average they are certain to 
consist of smaller and more numerous firms 
than does the export sector. Moreover, if 


the theory works, we have no reason to doubt 


its validity, since the test of a scientific theory 
is whether it yields correct predictions about 
observable phenomena. , 


Testing the Basic-Nonbasic Theory 


Oddly enough, no attempt was made to 
verify the basic-nonbasic ‘theory. until 1957.* 
Indeed, direct verification would be difficult. 
If an analyst had used the theory in 1940 to 
predict New York City’s population in 1950 


applied the method in a study of the New York area for 
which project he was Director of Econqmic, Studies: The 
Economic Status of the New York Metropolitan Region in 1944 
(New York: The Regional Plan Association, 1944). There- 
after the method was applied, both by Hoyt and others, to 
many other United States cities. For an extended refinement 
of the concepts involved see Richard B. Andrews, ‘“‘Mechan- 
ics of the Urban Economic Base,” a series of articles in 
Land Economics beginning with the issue of May 1953. | 

For a thoroughgoing criticism of the basic-nonbasic 
concept see Hans Blumenfeld, “The Econoniic Base ofthe 
Metropolis,” Journal of the American Institute of Planners, 
Volume XXI, No. 4. 

8 At least I have found none before R. W. Pfouts, “‘An 
Empirical Testing of the Economic Base Theory,” Journal 
of the American Institute of Planners, Volume XXIII, No. 2. 
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he would have missed the mark for many 
reasons including failure to anticipate the 
sharp rise in the birth rate between those 
dates. 

But a simple indirect test of the theory is 
available. i key to the basic-nonbasic 
scheme is the assumption that the ratio of 
nonbasic to basic employment will be con- 
stant for the time period in question. If the 
facts do not warrant this assumption the 
theory cannot give accurate results, except by 
accident. In fact, as we shall show below, 
what might appear to be rather small varia- 
tions in the ratio can cause very large errors 
in an employment prediction. 

In 1957 R. W. Pfouts of the University of 
North Carolina’s Urban Studies Center 
attempted an empirical test of the basic- 
nonbasic theory. He came to the rather 
definite conclusion that the evidence contra- 
dicted the theory. But unfortunately the 
story does not end there. Pfouts was vague 
in stating what theory he was actually 
testing. At least, if he had some definite and 
consistent theory in mind he did not succeed 
in making it plain either to this reader or to 
his subsequent critics. As a result, Britton 
Harris (who has elsewhere himself criticized 
the basic-nonbasic approach) published a 
criticism of Pfouts’ test.‘ He concluded that 
Pfouts was not testing the base theory as it is 
usually known and that what he should have 
done was to test the proposition that the 
service-base ratio is constant since that is the 
key proposition in the commonly accepted 
version of the theory. 





¢ Britton Harris, “Comment on Pfouts’ Test of the Base 
Theory,” Journal of the American Institute of Planners, Volume 
XXIV: No. 4. 


But the story does not end here either. 
With the statement that he was willing to 
expose his own research failings, Harris went 
on to present an alternative empirical test and 
concluded that it verified the constancy of 
the ratios. Confusion worse confounded, his 
test also was ambiguous, and it remained for 
Pfouts, in a rejoinder,’ to point out .that 
Harris’ own data in fact showed that the 
ratios varied considerably over time. Thus 
Pfouts claimed to have proved that Harris 
had proved what Harris had claimed to have 
proved that Pfouts had failed to prove. 

In any case, Harris’ data do show that 
service-base relationships for 67 selected 
Standard Metropolitan Areas were far from 
constant between 1940 and 1950. Below we 
have selected a few of his data to show the 
kind of variation one encounters. In place of 
a ratio of service to basic employment Harris 
uses a multiplier defined as total employment 
divided by basic employment. This multi- 
plier (which equals the service-basic ratio 
plus one) is the number by which one would 
multiply a change in basic employment to 
find the resulting change in total employ- 
ment according to the basic-nonbasic theory. 
(See Table I.) 

We included Philadelphia in Table I be- 
cause its multiplier showed ‘by far the largest 
change among the 67. In fact, basic employ- 
ment in Philadelphia fell 14% between 1940 
and 1950 while total employment was rising 
23%. Ofcourse, the change in the multiplier 
was much smaller in most instances, How- 
ever, there were several other cases, including 
Boston, in which the multiplier. (which the 





‘ Ibid., R. W. Pfouts, “Reply to Harris on Testing the 
Base Theory.” rete 








TABLE I 
Standard Percent Change 1940 to 1950 in: 
Metropolitan Employment | Multiplier Service-Basic 
Area (thousands) Employment Multiplier Ratio’ 
1940 1950 | 1940 1950 ) 
Boston-Lawrence-Lowell .| 936 1,113 | 4.26 5.13 19 21 27 
Philadelphia............. 1,165 1,438 | 4.90 6.99 23 43 54 
Buffalo..............+0.. 330 4241 4.17 4.63 29 10 15 
aes casein all 887 1,192 | 2.97 3.19 34 8 12 
South Bend.............. 59 86 | 3.06 2.84 46 . a -11 
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basic-enonbasic theory assumes to be constant) 
changed more than employment (which the 
theory assumes to be variable). Among the 
67 SMA’s tested by Harris, 46 showed 
changes in the multiplier of less than 15%. 
But of these 46, only 26 showed changes of 
less than 10%. Moreover, it should be noted 
that for a given percentage change in the 
multiplier in either direction there is always a 
greater percentage change in the service-basic 
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ratio. This follows necessarily from the 
definitions involved. 

Suppose one had been asked to forecast 
total 1950 employment in 1940. Assume, 
moreover, that one had had ect fore- 
knowledge of the trend in basic employment. 
How would the forecast. have turned out if 
constant service-basic rations had been as- 
sumed? Table II shows that in many cases 
it would have turned out badly, indeed. In 


TABLE Il—Hypornericat Forzcasr or 1950 Eur.toyment 








Standard Actual Actual Predicted Percentage Change | Percentage 
Metropolitan Basic Employment | Total Employment | Total Employment in of 
Area (thousands) (thousands) (thousands) Total Employment | Error® 
1940 1950 1940 1950 1950 Actual = Predicied 
Boston-Lawrence- , 
Lowell. ........... 220 217 936 1,113 924 19% —1% —17% 

Philadelphia......... 238 206 1,165 1,438 1,009 23 —14 —w 
Buffalo............. 79 92 330 424 382 29 16 —10 
MPMEAB 5:6. <:0)0.0:0:0:6 0.0:0 299 373 887 1,192 1,108 34 25 —78 
South Bend. ........ 19 30 59 86 93 46 57 




















® The difference between predicted and actual total 1950 employment, divided by the latter: 


reality, of course, one would have had to 

redict, rather than take as given, the change 
in basic employment which would have intro- 
duced a further large element of error not 
allowed for in Table II. 


A More Sophisticated Employment Model 


Several recent writers have classified as 
“naive base theory”’ those systems that rely on 
an assumption of constant or “normal” 
service-basic ratios. They have noticed a 
definite tendency for large cities to have 
higher service-basic ratios and for the ratios 
for most cities to increase as the cities grow. 
These facts can be neatly combined into a 
more sophisticated base theory. 

C. M. Tiebout, for example, has proposed 
as more realistic a model in which for each 
city there is an equation giving the “true” 
service-basic ratio as an increasing function 
of employment.* It is not assumed that the 
ratios are the same for all cities of equal size. 
On the contrary one would expect the ratio to 
be related to the nature of the city’s economy. 

At any particular moment the observed 
ratio need not be at the “true” level because 
time is needed for adjustments to work them- 


¢ [eid., Charles M. Tiebout, “Harris vs. Pfouts: A Third 
Party Note.” 





selves out in the city’s economy. But when the 
necessary time is allowed, service employment 
will adjust itself to basic employment at the 
“true” level indicated by the function for that 
volume of total employment in that city. 


To verify such a hypothesis we would need 
annual Census data for many cities over a 
period of many years. The virtue of the 
original base theory was that it purported to 
be a research short-cut. It was developed 
by Homer Hoyt precisely to be such a 
device.’ But as economists have refined the 
theory the effort required to operate it has 
increased enormously while the expected 
return (let alone the realized return) has 
steadily declined under the weight of qualifi- 
cations and sub-qualifications. No doubt this 
is the history of many economic theories when 
they are seriously put to the test. But it does 
raise the question of whether we may have 
reached the stage in basic-nonbasic theorizing 
where the prospective effort exceeds. the 
expected utility. And this in turn suggests 
that we ought to know more about what 
questions urban économic studies are ex- 





* For a description of its origin and defense of its validity 
see Homer Hoyt, “Homer Hoyt on t of Eco- 
nomic Base Concept,” Land Economics, May 1954. 
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pected to answer niin problem we shall 
return to below). 


_ The Foreign Trade Implications of 
Basic-Nonbasic Theory 


The earlier basic-nonbasic theories were 
naive not only in their assumption of constant 
ratios but also in their mercanitilist bias. 
Since exports were said to be the “founda- 
tion” or “‘life-blood” of the economy, all 
other activities were regarded as parasitic, or 
somehow second-rate. Hans Blumenfeld, in 
his brilliant article, “The Economic Base of 
the Metropolis,” thoroughly exposed this 
mercantilist fallacy and many subsequent 
writers have joined him in avoiding it. Yet 





8 Hans Blumenfeld, op. at.; Melvin L. Greenhut in‘‘Com- 
ments on Economic Base Theory,” Land Economics, February 
1959, also examines critically some of the foreign trade impli- 
cations of basic-nonbasic theory, as does Charles T. Stewart 
jr. in “Economic Base Dy ics,” Land Ec ics, November 
1959. 











they have failed to make use of a very simple 
model which shows why industries producing 
for the local market can be just.as good “‘em- 

ployment builders” or “growth stimulators” 
as are exports in the framework of the basic. 
nonbasic scheme. 

Let us assume that we have an a Oa 
economy in which exports and imports are 
balanced and in which the service-basic ratio 
(i.e. service-export ratio) is 2:1. For simplic- 
ity we will assume that the dollar sales ratio 
is the same as the employment ratio. In that 
case, if export (or basic) production in period 
I is $100, service production will be $200 and 
total production (and on these simple assum- 
tions, income) will be $300. (See Table III). 

Suppose now that in period II the city 
fathers: succeed in attracting to the town 
additional export industries with output of 
$10. The economy now increases 10% in 


- size, with both service production and total 


income rising by that fraction. 


TABLE III—ItiustrattvE Mope or THE URBAN Economy 











Production Total 
Time Period Exports Imports Service for Import: Production 
Production |. Replacement | or Income 
eer error ree 100 100 200 0 300 
El. .ascneshenseae ee 110 110 220 0 330 
cet amencnssvmns oe 100 100 220 10 330 




















. Yet if, instead of bringing about a 10% 
increase in exports, the planning commission 
found that new industries to produce for 
the local market could replace 10% of im- 
ports, exactly the same degree of economic 
growth would take place.. (time Period II’). 
Import replacement industries would pro- 
duce $10 of output. They would require, 
one may assume, exactly the same amount of 
service. production as would new export 
firms. Hence service production would rise 
to $220 and total output and income would 
be $330, exactly as in the first case. The 
composition of imports would change: new 
imports would be found to replace the $10 
savings on imports made possible by new 
domestic production. But these would pre- 
sumably be the same as the new imports that 
would ‘have been added to the wen bill 
under the first scheme. 


In a strictly formal sense it is therefore clear 
that exports and production for the domestic 
market are precisely equal in their effects on 
local economic growth. But the difference 
in their markets imposes, at least so it has 
been thought, a difference in our handling of 
these two economic sectors. On the one 
hand it is obvious that a given urban market 
may be too small to support certain kinds of 
service industries— say an advertising agency 
or a commercial printing shop—so that local 
boosters would be wasting time if they tried 
to attract such firms. On the other hand, 
the basic-nonbasic theory seems to assume 
that one may plausibly take for granted an 
unlimited market for exports so that the city 
fathers can readily conjure up new export in- 
dustries to strengthen the local economic 
base. But this cannot be so, in strict logic, 
unless one goes in for beggar-my-neighbor 











tal 











policies of attracting established firms from 
elsewhere. On no assumption whatever can 
it be true for all cities simultaneously. 

Yet this optical illusion about export 
markets, or else an implicit advocacy of 
beggar-my-neighbor policies, is necessary to 
explain the special reliance placed on export 
expansion in the simpler basic-nonbasic 
theories. Nor does the notion that a town 
might attract new plants of established firms 
or be the site of newly created export firms 
allow us to escape the dilemma. As Blumen- 
feld points out, either each city in the 
normal course of events attracts on the basis 
of locational advantages its share of the new 
plants that contribute to national economic 
growth, or else some cities are involved in 
pulling and hauling to get more than the 
share that their true locational advantages 
would earn for them.® In the latter case we 
are back to beggar-my-neighbor policies. In 
addition, we fail to achieve the optimum 
location pattern. 

It may be that the emphasis on export ex- 
pansion in the simpler basic-nonbasic theories 
is’ a result of uncritically adopting foreign 
trade concepts and standards in an inappro- 
priate setting. The origins of the notion 
however, are unimportant. The important 
point is that the mercantilist bias of the basic- 
nonbasic model diverts our attention from if 
it does not actually obscure the genuinely 
creative economic policies which are possible 
under city planning. The latter we shall, 
return to below. 


A More Sophisticated Foreign Trade Model — 


Rejecting the naive mercantilist ideas of 
the original basic-nonbasic theory, some 
students of urban economics have turned to 
sophisticated foreign trade models that em- 
ploy all the tools of modern international 
trade and income analysis. The basic-non- 
basic classification is relevant for these models 
because, as C. M. Tiebout has explained, it 
helps us to separate elements of the economy 
according to whether they tend to be con- 
trolled exogenously or endogenously.'° 

The mercantilist bias has been banished 
from these “foreign trade multiplier models;” 
the models are not intended to show “the 
importance of exports.” Rather they are to 
be used to measure the impact of exogenous 


- ©Blumenfeld, of. cit., p. 130. 
1¢ Tiebout, op. cit., p. 244. 
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changes on the urban economy. Their 
measurements are offered, moreover, in 
terms of the ultimate economic coin—income. 
Hence, to call these structures “base theories” 
is a semantic anachronism. They deal with 
total urban income, total consumption, the 
balance of payments in all its particulars. 
They are theories of the whole economy and 
to make them useful we will have to fill them 
out with complete, continuous statistics on 
each urban economy—comparable to the na- 
tional income and balance of payments ac- 
counts. “Ideally,” Ernest M. Fisher has 
written concerning the urban economy, “de- 
tailed information should be assembled on 
every type and source of income received in 
the community.” 


What Are the Aims of Planning? 


To understand the urban economy wé 
need models as complex and statistics as 
complete as those used in analysing a national 
economy. The ultimate importance of con- 
structing such models is certainly not to be 
denied. But it is not over-stating the case to 
suggest that the necessary statistics are 
going to be a Jong time in coming. Mean- 
while, we ought to devote more effort to de- 
veloping a theory of planning that includes 
precisely-stated economic aims because dis- 
cussion of such aims will undoubtedly help us 
both to look for the right kinds of data and to 
develop more applicable kinds of economic 
analysis. , 

What then is the creative economic role o 
city planning? I should like to suggest 
tentatively that it is: (1) to create new and 
useful opportunities for private capital out- 
lays—say in urban renewal projects—thus, in 
effect, stimulating private investment; (2) to 
increaseor makemore effective use of the city 
government’s outlays on economically useful 
projects—thus, in effect, stimulating public 
investment; (3) to make the city economi- 
cally more efficient through better planning 
of land use, port facilities, housing and so on— 
thus, in effect, creating additional locational 
advantages, lowering costs and indirectly 
raising urban income. Competition between 
cities to lower real costs or increase real 
opportunities is an altogether healthy exten- 
sion of the basic practices of business competi- 
tion. It is only competition to suspend 





11 Ernest M. Fisher and Robert M. Fisher, Urban Real 
Estate (New York: Henry Holt and Company, 1954), p. 281. 
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taxes, or hand out other favors, which must, 
for the economy as a whole, be downright 


In practice the existence of indirect sub- 
sidies makes it difficult to draw the line be- 
tween the two sorts of competition and I 
make no pretense of having solved the 
problem in this paper. But, at the risk of 
introducing what may prove to be yet 
another inappropriate concept from the 
theory of international trade, let me suggest 
that the difference between creative planning 
and beggar-my-neighbor policies in urban 
economics is analogous to the distinction be- 
tween trade-creating and _ trade-diverting 
effects drawn by Jacob Viner in analysing 
the welfare effects of international customs 
unions. 

The question of aims, or more narrowly of 
economic objectives, is rarely discussed in the 
literature on urban economics. One excep- 
tion was an article by A. Benjamin Handler 
on the subject of “What is Planning 
Theory?”!* Handler reported on a series of 
faculty seminars held at the University of 
Michigan. He found that the scholars who 
participated were either doubtful about the 
possibility of such a thing as a theoretical 
framework for “planning as such”, or else 
could not get far in formulating it. Handler 
therefore went on to attempt his own formu- 
lation. He decided to use “capital” as the 
basic subject matter around which to build his 
theory since decisions concerning the accumu- 
lation and use of capital are what he believes 
planning is about. His theory consists of 
three “frameworks” in which capital must be 
analysed: (1) a “needs framework” for de- 
termining ends or goals, (2) an “economic 
framework” which deals with the conditions 
of accumulation and management, and 
(3) a “framework of forms” dealing with the 
physical configurations of what is being 
accumulated and managed. 

The “needs framework” in Handler’s 
scheme comes close to being the same thing 
as the knowledge of “the economic aims of 
planning” which I have here suggested is the 
missing element in urban economic studies. 
Yet I would still insist on “aims,” rather than 
“needs.” The latter seems to me to imply 
(perhaps means for Handler) notions like 
“fone schoolroom per x pupils.” On the other 





189A. Benjamin Handler, “What Is Planning Theory?” 
ae of The American Institute of Planners, Volume XXIII, 
jo. 3. 





hand, it appears to leave out the broader 
questions ate above) which have to be 
answered under the heading of “what is the 
creative economic role of city planning?” 
before one can begin adding up “needs.” 
Moreover, the statement that “needs” exist 
suggests that all questions of distributive 
justice, that is to say, all questions of whose 
“needs” are to be fulfilled, have already been 
settled, .whereas the balancing of various 
claims should enter as a part of the democratic 
planning process itself. 


Be that as it may, Handler recognizes that 
something important is missing in current 
urban economic studies: “The whole subject 
of needs is now receiving nothing like the 
attention indicated in the above scheme. Its 
central position there would make a broad, 
massive and meticulous attack on that subject 
unavoidable.” 


It may be foolish to guess what kind of 
urban economic studies will ultimately prove 
most useful. Yet I am haunted by the notion 
that the dynamic forces of technology and 
sociology are the important variables with 
which city planning should be concerned. 
Our models of the urban economy make 
precisely these basic variables into constants 
and for that reason do not measure their 
dynamic impact. To put it another way, our 
models are designed to measure short-run 
effects but our principal problems are long- 
run ones. Yet if our economic models cannot 
usefully handle the long-run variables we can 
still attack directly the questions they raise— 
be they in transportation, housing, tax policy, 
or the migration of families. 


However, we cannot give answers until we 
know what are the relevant questions and 
only a better understanding of the valid 
economic objectives of city planning can tell 
us that. Gertrude Stein, just before she died, 
asked ‘‘What is the answer?” No one re- 
sponded. She laughed and said, “In that 
case, what is the question,?””"* 


James HeImLBRUN 


Columbia University, 
New York City 





18 Ibid. p. 150. 
16Donald Sutherland, Gertrude Stein (New Haven: Yale 
University Press, 1951), p. 203. ‘ 
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Zoning and the Paradise Lost 


THE GREAT iron ball swings a slow arc 

through the air. It seems to hesitate an 
instant as it touches the ancient masonry 
wall. Then there is an explosion of dust and 
shattered bricks, and a cascade of rubble 
slides down into the shadows. This, to some, 
is the culmination of the. city planner’s art. 
It is bountiful and dramatic evidence of a 
new city emerging from the old. At the 
edge of the scene we imagine the city planner 
standing, his dusty-shoed feet firmly apart. 
Above his ruddy cheeks, the wind tousles his 
hair. One hand holds a roll of plans while 
the other rests confidently on his hip. 

A few planners might fit this description, 
very few. In contrast, much of the planners’ 
work is indoor, desk work of a kind referred 
to, by them, as “brushfire.” The “brush- 
fire” is the temporary but routine emergency 
which keeps popping up and consuming the 
planners’ time, piece by piece, until only 
spare time is left for their primary responsi- 
bility—planning. Paradoxically, many of 
the “brushfires” are produced by procedures 
which are supposed to be secondary and 
subservient to the planners’ major obligation. 
One such procedure is zoning. It in particu- 
lar is a practice which distracts and dissipates 
much of the planners’ attention and resources. 
Zoning was once supposed to be a funda- 
mental means for breathing life into a city 
plan. That promise is yet to be realized. 


Koning 
The practice of regulating the use of land 
by means of zoning regulations and maps has 
become very common in North American 


‘towns and cities. If the practice is common, 


however, the knowledge and understanding 
of the practice is not. Most simply, zoning is, 
in the words of University of Washington’s 
Donald H. Webster, “‘the division of a com- 
munity into zones or districts according to 
present and potential use of properties for the 
purpose of controlling and directing the use 
and development of these properties. Zoning 
deals principally with the use and develop- 
ment of privately owned land and buildings 
rather than with public land, buildings and 
facilities.” ‘We may go one quote farther—to 
Harvard’s Charles M. Haar, who says: “The 
most widely employed land-use control is 
zoning; it is in fact the work-horse of the 


planning movement in this country.” If 
Haar’s metaphor is correct, we can only 
judge that he refers to a very slow horse 
attempting to travel in very fast company. 

The “fast company” is the rapidly chang- 
ing American landscape. Many of us who are 
comparatively young have real difficulty 
recognizing the familiar places of our child- 
hood. The fields, the woods, and the brooks, 
for instance, have often disappeared. 

I was a very fortunate child. I grew up in 
a pleasant New England town in the nineteen- 
thirties while many remnants of the last 
century still lingered. Most of those rem- 
nants have gone now and so have my fields, 
my woods, my brook. And so have the steam 
locomotives, the trolley cars, the great textile 
mills I used to visit with my father, and the 
drawbridge over the Cape Cod Canal with 
‘musical wooden planking that we crossed 
on summer weekends. The automobile was 
an influential part of my childhood also but, 
unlike the others, it hasn’t gone. It is more 
prominent than ever. Its ascendancy and 
general effects could have been and to some 
extent were predicted long ago. The exact 
consequences, however, are only now being 
grasped. Its potency in transforming the 
landscape is at present unequalled by any- 
thing else. 

The period of the development of zoning in 
America almost exactly coincides with that of 
the automobile. But there the parallel ends. 
Zoning has spread more slowly, it has seldom 
if ever sparked the popular imagination and 
its effect, by contrast, seems to approach im- 
potency. So far from having transformed 
the landscape the landscape seems to have 
transformed zoning. We can visit cities 
that have had zoning thirty years, half that 
long, or not at all. In each case we would 
find congestion, deterioration, confusion, and 
disarray in about the same measure. Where 
zoning has been long established, its effect is 
not apparent. Where it has been missing, 
its absence is hard to detect. How different, 
how very different, it is from its contempo- 
rary, the automobile. 


Homo Ludens 


The historian, Huizinga, has written a book 
titled, Homo Ludens—taking emphasis away 
from homo sapiens: “‘man, the thinker,” and 





298 LAND ECONOMICS 


homo faber: “man, the maker.” Homo 
ludens is “man, the player.” And what 
lengthy, intricate and punitive games men 
have devised for their play? How many such 
activities pass, not as games, but as worthy 
and serious enterprises? One wonders if 
our subject, zoning, a practice of so little 
effectiveness, might not be one of those 
games. It has its playing field—the city, the 
town, or even the county of your choice. It 
has its rules. For example, it first must be 
“comprehensive;” that is, it must apply to all 
and not just a part of one political area such 
as a city or town. Next, it must divide the 
area into sections for houses, factories, stores, 
etc. There are also the “rules of the house.” 

In some places, for instance, industry is the 
lowest category and residential use is the 
highest. This is the “relative nuisance” 
school. In other places the above is exactly 
reversed with industry on top; this is the 
“relative property tax” approach. A third 
belief says that all of the different uses of the 
land have equal merit and deserve equal 
status. This is, obviously, the “diplomatic” 
or “keep-them-guessing” strategy. We might 
mention here that there is also “dirty” 
zoning which includes such loathesome prac- 
tices as spot zoning, strip zoning, and snob 
zoning. Spot zoning is a legal foul. It con- 
sists of wrenching a piece of property out of 
the context of the properties around it and 
allowing a different sort of use. Strip zoning 
is a design foul. It is the practice of letting 
business string out endlessly along a highway. 
Snob zoning is a social foul. It favors large, 
“estate” lots in some sections of town to 
please the squire set. So much for rules. 

When your zoning game is all organized, 
you must post a ceremonial statement which 
will say something like this: “PURPOSE: to 
provide adequate light and air, to reduce the 
threat of fire and contagion, to insure the 
safety of life and limb, to protect property 
values, to reduce congestion in the streets, 
and to promote the general welfare.” It is 
not expected that this statement will affect 
the course of the play but the recitation of it 
is a ritual demanded by convention. With 
this incantation completed, you are ready to 
begin the game. 

It takes at least two to play but beyond 
that it’s wide open and come one, come all. 
It adds variety and interest when realtors, 
lawyers, judges, engineers, and miscellaneous 
other “experts” join in. Before starting, 


however, one of the best ways to get oriented 

is to be a spectator and observe how the game 

is being played or study what has been done 

ved the past by the older, more experienced 
nds. 


Koningmanship 


For the purpose of getting acquainted, we 
can visit an office in a midwestern municipal 
building. A little old lady, flushed with 
exertion, enters the room. The recently hired 
city planner rises and greets her, and invites 
her to take a seat. Meek, apologetic, and 
breathless, she tells of how she has always in- 
tended to open a gift shop in the parlor of her 
old house, she has never gotten around to it, 
but she has always thought of it as business 
property, and now the zoning will not allow 
it. With barely a pause, she continues, say- 
ing that some nice business people want to 
buy the place, that she’s not as young as she 
used to be, she can’t afford to lose any more 
of her limited means and what can she do? 
She breathes deeply at last and the planner 
sighs. 


He asks her if she can locate the property on 
a map and she does so with an alacrity that 
denies her years. Our planner looks at the 
zoning map, still a little strange to him, and 
examines the spot she indicates. He sees 
that it is a corner lot on a main street and 
restricted by zoning to residential use. 
Rather than expose her to his uncertainty, 
he assures her that he will investigate the 
matter and give her his informal opinion 
the next day. With a plaintive look she 
thanks him and, displaying great fatigue, 
leaves. After a few moments he motions us 
to follow him. We go over to the office of 
another city official, a long-time resident, and 
ask him to tell us what he knows of the little 


old lady. It seems that the poor old soul can 


afford to spend more for her afternoon tea 
than we could spare for a fabled week-end in 
Manhattan. She has been a real estate agent 
for forty years and in this particular case the 
nice business people are the field representa- 
tives for a large oil corporation. As a matter 
of strict fact she hasn’t said otherwise. 


Next we get into the car and drive over 
for a look at the property in question. The 
house is on the corner of an intersection that 
is worse than congested—it is a tumult. Two 
corners are already occupied by gas stations 
which crowd forward on their lots and a third 
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corner holds a small, busy block of stores with 
no adequate parking nearby. 

This intersection needs not one more gas 
station but one less. Yet the location is, if 
anything, even less suitable for a residence 
than it is for a gas station. What can tradi- 
tional “zoning” do in the face of this? 
Change the property from the general cate- 
gory of residential use to that of business— 
and open the door wide to all kinds of possi- 
bilities ranging from barely tolerable to 
thoroughly poor? What shall the planner 
recommend? If the city’s board members are 
petitioned to make such a change, how shall 
they decide? 

Whatever move they make, they’re going 
to be damned if they do and damned if they 
don’t. They can avoid the decision tempo- 
rarily by tabling it or “taking it under con- 
sideration.” Sooner or later the day of 
reckoning comes and their decision, when it 
also comes, will not be an easy or satisfying 
one. In all likelihood the old lady’s griev- 
ances will be redressed. In her mind justice 
will have then prevailed. But the price for 
her individual relief will be the addition of 
one more obstacle in the course of orderly 
community development. 

This is “zoning” at work. It is not an 
unusual or isolated example of the problem. 
It is, to the contrary, a fairly typical case of 
zoning breakdown, the inability of an overly 
simple device to cope with complexities of 
our changing urban environments. 


A Place for Everything 


Zoning has a place. It can do a job. It 
can assist in the control of newly developing 
areas, areas which were lightly occupied in 
the past and are now becoming densely 
settled. These are usually the areas adjacent 
to and surrounding the older towns and 
cities. If the zoning is established early 
enough and then supported and enforced by 
the agencies employing it, then it can guide 
the general pattern for new uses of the land. 
That’s a big “‘if”’ but it is zoning’s only pos- 
sible function. 

Its use in such areas is important. For 
these are the major growth areas of the 
country. Here zoning, in conjunction with 
land subdivision controls, can prevent some 
of the worst pitfalls of fragmented, disorderly 
development. It can help bring some sense 
of community to the automobile-induced 
suburbs and ribbons of commerce. It can 


anticipate and in some small measure circum- 
vent the kind of abuses in the guise of com- 
merce that have enfolded U. S. Highway 1 
in the East and the El Camino Real in the 
West. It can also intervene in the kind of 
desecration in the name of housing that has 
overlaid the rolling hills of the northeast, the 
south, the midwest and farwest; and that 
has defaced our shorelines on the Atlantic, 
the Pacific and the Great Lakes. It can, 
but so far it hasn’t. 

The problem is exemplified by the recent 
attempts to preserve the dwindling salt 
meadows along Coastal Connecticut. These 
marshes, particularly along the irregular 
parts of the coastline, provide vistas of subtle 
and unforgettable beauty. The State of 
Connecticut has a program for acquiring and 
protecting some of these lands. Public funds 
are limited in Connecticut as elsewhere, how- 
ever, and the tempo of the program is also 
necessarily limited. In the interim there is 
repeated pressure to zone and use the 
marshes for industry and for commercial 
recreation such as marinas. _If that pressure 
succeeds, the dredging and filling may not 
be far behind and the natural beauty and the 
wildlife cannot resist the impact of the 
dragline. 

When I was very small I had an inex- 
pensive little camera that produced a very 
inelegant kind of a photograph but once I 
used it to good advantage in taking a pic- 
ture of an old, multi-storied cotton mill in 
Fall River, Massachusetts. In the foreground 
of the print was an expanse of salt meadow. 
In the background the factory stood free on 
its own high ground. The meadow and the 
mill coexisted handsomely, each in its place. 
This simple compatability, a cordial separa- 
tion, seems now to have become an extreme 
luxury. A luxury that developers in shore 
states such as Connecticut and New Jersey 
can apparently no longer afford. A beauty 
that is not “profitable.” 

These are isolated instances. We could 
also cite the once-magnificent San Francisco 
Bay, now little more than an open sewer. We 
could point to those shores of the Great Lakes 
close to large cities which have been trans- 
lated from a seemingly unlimited recreational 
resource to a speculatively valuable industrial 
waterfront by the opening of the St. Lawrence 
Seaway. The Seaway is not inherently a bad 
thing, nor is industry, nor commercial recrea- 
tion for that matter. Their development 
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without regard for anything else is a bad 
thing. Healthy growth is not possible if some 
vital requirements for a balanced environ- 
ment are neglected or abandoned in favor of 
others. All are necessary; no chosen few are 
sufficient. And everything in its place. 


The Failure and the Need 


The failure in creating a decent physical 
environment cannot be laid solely at the feet 
of zoning. Only the public and its govern- 
mentalities can authorize the acquisition and 
preservation of public lands, for example. 
Zoning can neither guarantee beauty nor in- 
sure good judgment. If it is well devised and 
well enforced, and these two are a rare com- 
bination, it can help control the develop- 
ment in areas of marked change or growth. 
It is of little help in builtup, older sections. 
In settled, established towns and cities, where 
conditions are worst and good environment 
is nééded most, its effect is least. 

- Zoning’s lack of positive effect has two 
common sources. One is that in many zoning 
regulations and ordinances an established use 
or enterprise that is discordant with the 
adopted zoning can continue indefinitely if 
it existed before the zoning. This is com- 
monly true of zoning in the eastern part of 
the United States. These “non-conforming 
uses” will pass away only if they are aban- 
doned for six months, a year, or more, after 
which period the zoning will prohibit their 
being resumed. The general effect of such 
zoning is to freeze the builtup areas just as 
they aré, not to improve them. There is an- 
other zoning practice which is much more 
stringent. It says all non-conforming uses 
shall be abandoned at the end of some speci- 
fied Jength of time such as five years or ten 
years. The potency of this second practice 
evokes protest and the protest forces another 
issue—the need to prove the reasonableness 
of the zoning. This, in turn, reveals the 
second major source of difficulty—the arbi- 
trariness that is characteristic of most zoning 
regulations. 


Here are a few typical examples of arbi- 
trary requirements: 

—A house may include a doctor’s office if 
the doctor resides within it but not if he 
doesn’t. 

—A single family house must have a 
separate lot in excess of 5000 square feet 
but a single family house trailer may be 
permitted permanently in a trailer 
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camp where it has no more than 1000 
square feet. 

—Neighborhood Shopping District X re- 
quires Off-Street Parking but Downtown 
Shopping District Y with congested 
streets does not. 


Then there is the vast disparity in zoning 
practice that exists between different com: 
munities and even between adjoining’ com- 
munities. 


—City A allows junk yards in any. com- 
mercial district: City B allows junk 
yards in only one district and then only 
if it is hidden by a fence; City C pro- 
hibits them altogether. 

—City D states that for health and safety 
the minimum lot size for a dwellingis 
6000 square feet while City E states 5000 
‘and City F says 7500. 

—City G prohibits flashing signs but does 
not restrict size. City H restricts the 
size to 48 square feet but permits every 
and any kind of illumination. 


Finally there is the bewildering variety of 
beliefs which govern the mapping of zoning 
districts and their boundaries. 


—Community J believes that the strips of 
land adjacent to all main highways 
should be zoned commercial; Com- 
munity K opposes the practice and em- 
ploys the principle of large, separate 
groupings. 

—Community M feels the boundary be- 
tween different districts should fall in 
middle of blocks of land; Community: N 
prefers to make the change at “natural” 
boundaries such as: streets, railroad 
tracks, and streams; and community O 
- seems to go by-guess-and-by-golly. 
—Community P insists on keeping the 
major portion of business zoning in and 
about the traditional center of town. 
Community Q believes it makes better 
sense to limit the old center and de- 
centralize new business growth. 


When such diverse opinions as the fore- | 


going are simultaneously held and defended, 











when there is so little consensus as to which 4 


are correct and which are not, then it becomes | 


inevitable that arbitrary decisions be made. 


When arbitrary decisions are imposed and : 


their enforcement attempted, a free and 
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rationalistic society will rebel and failure is 
imminent, 

The fact of failure, on the other hand, does 
not negate the validity of the need. The need, 
in the past, the present, and the future, is for 
an intelligent, consistent, and _ effective 
method, commensurate with democratic 
ideals that will enable us to produce first rate 
communities where now we have one of the 
most bizarre collections of urban miscellany 
in the world. 


Excelsior: or, a way out 


Reference was made earlier to a rather 
slow workhorse which finds itself in very fast 
company. Now, to thoroughly jumble the 
metaphors, let’s change the workhorse to a 
cart and think of it as being the cart before the 
horse. Granting that zoning can have at 
least a limited function to perform, it should 
follow from a reliable and detailed knowledge 
of people’s desires and purposes. It seldom, 
if ever, does. Zoning as an institution is 
supposed to serve people but, like so many 
other institutions, it has fallen into a condition 
where people are supposed to serve it. This 
is the cart before the horse. 

In fairness, no certain knowledge of what 
people must have in a community, to facilitate 
the pursuit of genuine happiness, is at hand. 
As a standby, zoning is one of many things 
that have been formulated to hold us. over 
until we have a more exact knowledge of 
community life. Such interim measures are 
often needed, but we must be careful not to 
concede status to them beyond the contribu- 
tion they can make. We must, in the mean- 
time and as rapidly as possible, develop the 
kind of knowledge of human nature and 
conduct that provides the only decent and 
reasonable basis for any attempt at com- 
munity planning and land use control. The 
opinions of the citizenry affected by any pro- 
posal must be sought. The emphasis is on 
the word “sought” since most people will not 
offer an opinion if it isn’t asked for. The 
public will not always have an opinion, nor 
will the mass opinion always be a properly 
considered one; but whatever that opinion 
may seem to be, whether right, wrong, or no 
opinion at all, some informed notion of it is 
essential. In overcoming the community 
planning impasse, this is item number one: 
Find out what people want and what they need. 

If we can concede this first demand, we are 
ready to move on to the next consideration 
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which is this: one other major difficulty in 
the past has been the lack of standards for 
evaluation. If we want a good community, 
we must have some clear idea of what is good 
and what is not. All enterprises or activities 
should be scored and classified according to 
their place on a scale running from nuisance 
on the one extreme to amenity on the other. 
They should not be classified simply as 
business, industrial and residential and then 
segregated accordingly. Definite standards 
must be established setting the tolerable 
limits for such things as light, noise, air- 
borne waste, waterborne waste, odor, vibra- 
tion, vehicular concentration and move- 
ment, land coverage and soon. Within those 
limits the variety of uses must be judged and 
accorded status. Many sources of nuisance 
have already received intensive study and 
these will not be the most difficult to score. 

As much cannot be said for the evaluation 
of the postive qualities, or amenity of various 
kinds of development. No one kind is attrac- 
tive and inoffensive by its very nature. Poor 
housing, as an example, can be far more 
detrimental than a_ well-designed, well- 
regulated industry. There are no easily de- 
fined standards for what constitutes good 
architecture and site planning and for that 
reason it would be improper to restrict design 
alternatives down to the last detail and by 
public decree. The difficulty in this matter, 
however, is no reason to abandon it entirely 
to whim and caprice. Excessive individuality 
in the bad sense of carelessness and extreme 
self-interest is at the root of many community 
problems. The ideal is to encourage indi- 
vidual expression in the creative sense—to 
promulgate thoughtfulness, care, and con- 
sideration for the surrounding community 
when anyone builds or rebuilds. These 
should, for the sake of amenity, be general 
design standards with a design review of 
specific proposals. Design standards will 
differ from other performance standards since 
they will vary slightly from one neighbor- 
hood to another and not, as performance 
standards do, apply uniformly and exactly to 
the entire community. The performance 
standards, like traditional zoning, are nega- 
tive in that they prevent abuses. Design 
standards and review are positive in that 
they promote thoughtful innovation. 

This, then, is the alternative to zoning: A 
foundation of just, uniform standards for 
the avoidance of abuse, and a general proce- 
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dure for producing urban design of decent 
quality. This solution is not startling or new. 
Its broad application would be new to this 
country. In many parts of Great Britain it 
is established practice. In many parts of 
the United States it also exists in a limited 
way—interestingly enough—within sections 
of many separate, isolated zoning ordinances 
and regulations. 

We find, for example, that “floating zones” 
in New Jersey, “designed districts” in Con- 
necticut, “community unit plans” in Illinois 
and New York (to name only a few) are all 
procedures which allow a waiver of zoning 
restrictions when a satisfactory design pro- 
posal is submitted. The “floating zone” 
doesn’t exist on the map at all until someone 
offers a specific design which meets its require- 
ments. If approval is given, the zone is es- 
lished simultaneously. The “designed dis- 
trict” differs in that it may exist on a map as 
the second of two districts pertaining to the 
same area. The “designed district” allows 
a more generous variety of things to be es- 
tablished than does the primary district but 
only if strict conditions are met. The two 
special categories just described are most 
commonly concerned with business and in- 
dustrial uses. The “community unit plan” 
typically is concerned with residential de- 
velopment. It says that the conventional lot 
and dwelling layout demanded by zoning will 
be set aside if an overall plan of suitable 
design is presented and approved. All of 
these procedures differ from the “‘old look” 
of traditional zoning. All are harbingers of 
the “new look” in community development 
controls. 

To restate the elements of the new ap- 
proach for improving our community en- 


vironments we may consider the following: 


1. An accurate knowledge of the affected 
citizenry is essential—not their sex, color, 
and age, but rather their feelings, thoughts, 
and desires. Some of us need to be reminded 
that we are planning for people not livestock. 

2. Citizen participation is also essential 
and must be solicited if it is not volunteered. 
Active interest and support of community 
planning are needed; dull acquiescence is not. 

3. A complete set of performance stand- 
ards for all land use and buildings is needed. 
These standards must be tied directly and 
demonstrably to the clearly defined health, 
safety, and welfare of the public, individually 
and collectively. These standards shall apply 
uniformly throughout the community. 


4. Based on the foregoing knowledge and 
standards, design approval procedures shall 
be established. These will incorporate 
general and flexible design standards which 
are compatible with the place of their em- 
ployment. These procedures will facilitate 
and encourage the participation of urban de- 
signers—the only specialists who seem to 
offer us much promise of creating cities and 
towns that are worth living in. 

These are the four elements, none of them 
speculative, all of them tried in some measure, 
which form a rational and just foundation for 
a new advance in urban development. When 
we press them into service we can, at long last, 
make a bequest to our posterity of some- 
thing more than a civic wasteland. 


James E. Lee 
Planning Director, 
City of Quincy, 
Quincy, Massachusetts 
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Land Use Planning. By Charles M. Haar. 
Boston, Massachusetts: Little Brown & 
Company 1959, pp. 790. $10.00. 

This book, intended as a teaching course 
book for a law school course on land-use 
planning, ought to be required reading for 
all social scientists and planners. Students 
could also be exposed to it with profit. 
Indeed, it ought to be required reading for 
enthusiasts in any field of endeavor involving 
government action. In each of the eight 
chapters into which this book is divided the 
author attempts to clarify a number of 
basic issues: What is the social function 
of private property; what is the relation of 
individual to public decision making and the 
process by which land-use decisions are 
made. The basic theme of the book is that 
lawyers and planners must be allies, not 
individualists or antagonists in adjusting 
community and private interests in the urban 
environment. The book is thus useful for 
lawyers because it is written in the style 
tradition! in legal writing of a healthy 
skepticism toward all solutions passionately 
held and, at the same time, written by a 
person, sympathetic although not uncritical, 
of the ends and means of professional 
planners. The book is particularly impor- 
tant, even though not written for that 
audience, for the professional planner be- 
cause if he reads no more than the chapter 
headings and a few of the textual materials 
rather than the cases he should see that 
skepticism even about his own profession is 
important in the effective decision-making 
responsibilities which society is beginning to 
put upon planners. 

Teachers of social science can see in this 
book, if they do not already know it, how 
the case method can be used effectively as a 
teaching device in non-law courses. Bascially, 
as many of us know, the case method is a 
Socratic method of teaching. An original 
use of this method is found in chapter 8 of 
this book entitled, “Planning for What, How 





and by Whom?” Here the author attempts 
to sum up the basic policy matters by use of 
an original dialogue between a planner and a 
lawyer representing a client which should 
cause all experts, whether lawyer or planner, 
to reconsider his preconceived assumptions 
concerning planning and law. In this chap- 
ter the author focuses his attention on the 
master plan; he looks closely at the substitutes 
for the market mechanism which planners 
have devised and then, in the form of a 
dialogue, he attempts to present some of the 
perplexing issues in planning. This dialogue, 
for example, raises the question: Whose 
policy is imposed on the individual, that of 
the expert planner, that of the legislature in 
traditional democratic fashion, or the plan- 
ner’s hunch as to what the community ideals 
and attitudes are. 

The book is a complete survey of all of the 
legal tools used in planning but put in rela- 
tion to basic policy conflicts in our society. 
It should put back into the language of social 
scientists and lawyers the concept of eminent 
domain as a tool in city planning for it 
attempts to assess the distinction that must 
be made between government regulations for 
which no compensation needs be paid and 
condemnation for which our constitution 
requires the payment of compensation. This 
book is recommended reading for all of us 
interested in land economics. 


ALLIsON DUNHAM 
The Law School, 
The University of Chicago 


UL 


Anatomy of a Metropolis. By Edgar M. Hoover 
and Raymond Vernon. pp. 345. 

Made in New York. Max Hall (Editor) pp. 
388. The first two of a ten-volume 
series on the New York Metropolitan 
Regional Study. Cambridge, Massa- 
chusetts: Harvard University Press, 
1959. 

The first volume seems very aptly named 

It is a detailed descriptive analysis of the 
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present anatomical structure of the region, 
together with some discussion of important 
historical antecedents of the present con- 
figuration. In no sense is it physiological; 
neither urban economic functioning nor its 
interrelatioship with urban structure is con- 
sidered. The volume covers distribution of 
jobs (of various classes) and population over a 
22-county region, with the primary subre- 
gional breakdown being Manhattan (1 
county) and the rest of the region’s core (4 
counties) and inner (7 counties) and outer 
(10 counties) rings. In addition to past 
trends and current status, a largely qualitative 
extrapolation is included. 


The second volume includes studies of 
three industries especially important in the 
New York Region; women’s and children’s 
apparel, printing and publishing, and elec- 
tronics. In this volume the main character- 
istic under consideration is the level of em- 
ployment in each of the industries for the 
region as a whole (some attention is given to 
different major components of each group). 
While past trends are examined, the esti- 
mates of future employment are more than a 
a simple extrapolation of -recent trends. 
Rather, production costs in the region and 
elsewhere are examined in detail for each 
case. On the basis of this analysis the 
region’s share of an independently projected 
national industry total is estimated. The 
present or future distribution within the 
region of each industry’s employment is con- 
sidered only incidentally. 


Perhaps the most discomforting aspect of 
the study is revealed by looking at these two 
volumes side-by-side; it seems to be a set of 
independent partial analyses in a predeter- 
mined causal sequence. To illustrate, in 
Volume I, structure is considered inde- 
pendently of the future levels of various ac- 
tivities; in Volume II, future activity levels 
are determined independently of the region’s 
internal structure, the latter presumably 
being derivable by an independent subsequent 
analysis a la Volume I. For a very “open” 
economy, say a smaller isolated city, the pre- 
sumption that structure is functionally de- 
termined is often regarded as valid. For a 
virtually ‘‘closed” region, like the United 
States as a whole, it is structure which largely 
determines functional preformance. In the 


in-between world of the New York Metro- 
politan Region, both seem incomplete, calling 
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for a more general theory of structure and 
function. 

That such a generalization would require 
a basic extension of regional economic 
theory is admitted, but in an effort as ambi- 
tious as this Study one might have expected 
at least some movement in this direction. In 
other respects the two volumes reviewed here 
are interesting, provocative and entirely 
thorough. They should be extremely worth- 
while for the uninitiated reader who wants 
to familiarize himself with a typical regional 
economic study presented in relatively simple 
terms. They should also be of use to the ad- 


‘vanced researcher as a source of substantive 


information for our largest metropolitan area. 
Cuares L, LEVEN 
University of Pennsylvania , 
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Integration and Competition in the Petroleum In- 
dustry. By Melvin G. de Chazeau and 
Alfred E. Kahn. Petroleum Monograph 
Series, Volume 3. New Haven, Con- 
necticut: Yale University Press, 1959, 
pp. 598, $7.50. 

Competition, integration and the petroleum 
industry are each complex and involved 
topics. Professors de Chazeau and Kahn 
have succeeeded in putting the three together 
in a meaningful manner and the result is the 
most thorough economic study of the oil in- 
dustry since the war. The authors pose three 
questions: (1) Is vertical integration neces- 
sary for an expanding liquid fuel supply? 
(2) Is vertical integration compatible with 
socially acceptable competitive objectives? 
(3) What should our oil import policy be? 
The answers to these questions do not come 
easily for the authors or for the reader. The 
general conclusions reached in this study 
should please those who maintain that the 
oil industry is or can be workably competitive. 


The authors state that “. . . .. the structure | 


and practices of the petroleum industry be- 
yond the production level are . . . workably 
competitive,” and further “. .. . vertical 
integration itself is not incompatible with 
workable competition.” 

The authors are quick to point out that 
their conclusions are valid only if two major 
changes are made, both of which deal with 
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the regulation of oil supplies. The restriction 
of oil production to the level of “market 
demand” under the guise of state-controlled 
conservation regulation needs radical altera- 
tion. The existing system, it is claimed, 
artificially raises prices, creates waste, mis- 
allocates resources, and inhibits competitive 
forces at all stages of the industry. The 
second stumbling-block in oil supply is our 
current oil import policy, which is inflexible 
and unrealistic as well as being uneconomical. 
‘The recommended solutions are: (1) a fed- 
eral law in place of the numerous state laws 
governing oil development with the provisions 
that all oil pools will be “unitized” (i.e., all 
producers act jointly as one to produce from 
a-given pool) and all wells be allowed to 
produce at the highest rates consistent with 
maximum ultimate recovery; and (2) aboli- 
tion of the quota restrictions on imports. 
Professors de Chazeau and Kahn thus join the 
long list of economists and others who 


criticize state oil conservation and federal oil | 


import policies. The growing criticism is 
symptomatic of a potential problem area and 
should serve as a warning to state regulatory 
agencies and the oil industry that the present 
system of production controls needs intensive 
examination. 


_ Although suggestions are made as to how 
the industry’s problems might be corrected, 
analysis of the implications of the changes is 
left largely undeveloped. Thus, little atten- 
tion is given either to the impact of the 


‘authors’ proposals on the domestic industry, 


or to the foreign politico-economic impact of 
removing import quotas. Most oil industry 
spokesmen and state regulators would deny 
the charges that the major integrated com- 
panies exercise control of the string-pulling 


variety over the Texas Railroad Commission. 


Such control is exceedingly doubtful. It is 
quite possible that the regulatory agencies 
and the major companies are interested in 
the same goals but for different reasons. 


De Chazeau and Kahn have done a superb 
job on analyzing relationships and problems 
in all phases of the industry and their book 
thus joins the fine group of postwar studies of 
oil industry problems. It is essential reading 
for everyone interested in the petroleum 
industry and will be rewarding even if one 
does not agree with every conclusion. The 
oil industry itself should study the friendly 
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criticisms carefully in. view of its precarious 
regulatory status. 
Wattace F, Lovejoy: 


Southern Methodist University 

Farm Rents: A Comparison of Current and Past 
Farm Rents in England and Wales. By 
D. E. Denman and V. F. Stewart. 
Cambridge, England: Cambridge Uni- 
versity Press, 1959, pp. 186. And: — 

Farm Rents and Tenure. By J. T. Ward. 
London, England: Wye College, 1959, 
pp. 87. 

American admirers of the English tenancy 
system who may have had a growing appre- 
hension that all was not well will find a 
similar concern well documented in these 
two books by prominent British land eco- 
nomists. - Written independently but con- 
temporarily, each complements the other and 
together they provide a more comprehensive 
description and problem analysis of the sub- 
ject of farm tenancy than is available in our 
‘own literature. ret: 

Denman and Stewart’s book presents the 
statistical results of a nationwide farm rental 
survey completed in 1958. A mail question- 
naire sent to landlords yielded information 
‘on 12,661 rented properties which repre- 
sented about 13 percent of all rented Jand in 
England and Wales. Separate chapters are 
devoted to determining differences in levels of 
rents by type of farm, size of farm, and 
amount of fixed equipment. Later chapters 
explore possible relationship between size of 
estate, type of owner, method of determining 
rent, and level of rentals. As in the United 
States, relatively little is known in England 
about the size and distribution of ownerships 
as in the past most surveys were focused on 
the operating unit. 

The design of the survey, the statistical an- 
alysis, and the presentation of results compares 
favorably with the best that is being done by 
American researchers. Numerous hypotheses 
as to factors associated with differences in 
rents were explored. They were tested by 
means of analysis of variance. 

Although the authors follow their stated 
intention of limiting their discussion to the 
findings of the survey, the major defects in 


-the present tenancy. system as described by 
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Ward are clearly apparent. Cash rental 
rates are shown to have lagged drastically 
behind farm income, and they have been 
largely unresponsive to the arbitration system 
provided by law. Low rental returns to 
landowners, together with both legal and 
institutional obstacles to changing tenants, are 
seen as impairing the efficiency of agriculture. 

Ward compresses the evolution of the 
English tenancy system during the last 
century into a few pages, then examines the 
Agricultural Holdings Act of 1948 and the 
Agricultural Act of 1958 in more detail. 
Although the 1948 act sought to terminate 
the wartime freeze on rents and operators by 
setting up an arbitration system, it is shown 
to have been ineffective. Premiums of two- 
thirds to double the sale price for land sold 
with vacant possession, as compared with 
farms with sitting tenants, are cited as evi- 
dence of the rigidities in the system. Such 
premiums persist because it has been difficult, 
inconvenient, and often impossible to raise 
rents paid by sitting tenants. 

Ward doubts whether the 1958 act will be 
effective in raising rents to their economic 
level nor will change what he views as ex- 
cessive security for tenants. He makes the 
prediction that this may be the last oppor- 
tunity for landowners and their agents and 
tenants to put the landlord-tenant system 
back on a sound working basis. He chal- 
lenges landowners in particular to provide 
better estate management and the incentives 
and penalties necessary to encourage their 
tenants to use land and buildings economi- 
cally and efficiently. Landowners would 
have the obligation of plowing back into their 
farms much of the higher rent that the present 
state of British agriculture would seem to 
warrant, 

Witu1aM H. Scorietp 


Farm Economics Research Division, 
Agricultural Research Service, 
United States Department of Agriculture 
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Agriculture and Urban Growth: A Study of the 
Competition of Rural Land. By G. P. 
Wibberly. London, England: Michael 
Joseph, Ltd., 1959, pp. 229, 21s. 

Dr. Wibberley’s book is timely as a news 
story. It is an informative and thought-pro- 


voking account of recent research at Wye 


College (of the University of London) into 
how the land of Britain is used and the effects 
of the competition between farms and grow- 
ing towns and cities. 

The book’s action draws steadily upon the 
results of a number of research studies into 
problems of land use, land use planning and 
control through the help of Conditional Aid 
Funds. It describes the methods used in 
measuring the worth of areas of agricultural 
land when they are considered for such non- 
agricultural use as housing, and assesses the 
possibilities of and policies for improving use 
of land in the lowlands and in the hills of 
Britain in order to offset the loss of plains 
land to urban uses. The analysis uses simple 
economic concepts and the results suggest 
that comparative analyses of the costs and 
benefits from alternative forms of land use 
can and should be made in the interests of 
the public at large. 

The book deals primarily with land and 
some of the problems that have arisen largely 
in this century in man’s competition for land 
in Britain. It contrasts the situation there 
with that in the United States and other 
countries with growing cities. 

The United States and England have 
roughly the same proportions of land in non- 
agricultural and nonforestry uses—about one 
in ten acres— but Americans use much more 
land per person for their nonfood needs. 

The problems of conflict and cooperation 
between agriculture and urban growth, which 
are analyzed in Dr. Wibberley’s book, are 
found to be not unique to Britain. The 
growth of cities and their spread to surround- 
ing farmland is continuing throughout the 
world—in places as different as Accra in 
Ghana, Ankara in Turkey, Delhi in India, 
London in England, and Chicago in the 
United States. The larger cities are growing 
whether they are in highly or poorly de- 
veloped countries. The major difference be- 
tween cities in the richer and those in the 
poorer economies is that the former are 
spilling out at a faster pace and the densito 
of new development is generally more 
scattered. 

In countries that lack local land use 
planning and controls the explosive effects of 
potential urban demand spread widely into 
rural areas. A large amount of land is held 
vacant, or is only partly used, in anticipation 
of new higher value uses. In Britain the 
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county planning committees set up by legis- 
lation in 1944 assess carefully the likely 
future demand for land in their respective 
communities and try to choose for urban de- 
velopment areas that have the least agricul- 
tural significance, provided there are no over- 
riding public planning considerations. The 
existing procedure for handling land purchase 
and building in Britain is largely a matter 
of private arrangement within the framework 
of the development plan for an area. Through 
various legal remedies and the sanction of 
public opinion in a democratic environment, 
however, the county planning committees 
influence the direction of growth to a moder- 
ate degree. 

For the most part, the author of Agriculture 
and Urban Growth lets his sources and related 
research projects speak for themselves, which 
keeps the drama of the underlying events in 
the competition for land for intensive uses in 
gear throughout. This factual, professional 
approach gives the book not only the ring of 
authenticity but a change of pace from the 
scare headlines of many undocumented ac- 
counts of today’s rapid urban growth and its 
multiple problems. 

Hucu R. WooTEeN 


Land and Water Research Branch, 
Farm Economics Research Division, 
United States Department of Agriculture 
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The Selection of Retail Locations. By Richard 
Lawrence Nelson. New York: F. W. 
Dodge Corporation 1958, pp. 442. $9.00. 

This book is an outstanding contribution 
to land economics. Dealing with the retail 
pattern of land uses which has gone through 

a dynamic revolution in the past twelve 

years, the author, from the great store of 

factual data collected by his organization in 
surveys for retail locations, has evolved 

principles of practical and theoretical im- 

portance. It is an indispensable source of 

information for the study of our rapidly 
changing urban pattern because it brings our 
knowledge up to date on shopping center 
factors which were unknown at the end of 

World War II. It is also a vital tool for 

retail store owners because it charts principles 

for making decisions in selecting future loca- 
tions for their shops. Methods of analysis are 


specifically indicated so that the store owner 
can learn the methods used in solving loca- 
tion problems by reading this book. Of 
course as in the case of law or medicine, it is 
not advisable for a layman to be his own 
lawyer or doctor. The skilled expert, who has 
knowledge of all the sources of material and 
knows the pitfalls as well, has developed an 
intuition and judgment through long ex- 
perience that a novice cannot duplicate. 

Mr. Nelson analyzes both downtown and 
outlying shopping centers. His principle of 
compatibility, which shows what types of 
stores should be associated together, is of 
fundamental importance to any developer of 
a shopping center as well as a contribution to 
land economics. 

This book, like Richard M. Hurd’s classic, 
Principles of City Land Values, is the product of 
a rare combination of qualities in the author 
—the ability to amass a vast store of relevant, 
concrete facts on retail locations and the 
Capacity to develop, from these facts, prin- 
ciples that can be applied to future retail 
location problems. 

Homer Hoyt 
Consultant Land Economist, 
Washington, D. C. 
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Offices in the Sky. By Earle Shultz and Walter 
Simmons. With foreword by Clarence 
B. Randall. Indianapolis, Indiana: 
Bobbs-Merrill Company, Inc., 1959, pp. 
328, 20 plates. $6.00. 

The considerable body of literature on the 
American skyscraper deals for the most part 
with the development of structure and modes 
of construction; and with the architectural 
treatment of the tall office building. The 
present work, on the other hand, is concerned 
almost exclusively with the skyscraper as an 
economic institution or, more particularly, as 
an instrument in the administration of busi- 
ness organizations. In the authors’ own 
words, “Our purpose is to relate the story of 
the office building as a tool of commerce and 
a prime factor in the growth of cities” (p. 17). 
And they might well have added, to relate 
the history of the National Association of 
Building Owners and Managers, for the book 
was prepared under the sponsorship of that 
organization, faithfully reflects its highly 
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sectarian point of view, and records its ac- 
tivities in sometimes tedious detail. 
Beginning with the Montauk Building in 
Chicago (1882), the authors present the 
growth and multiplication of skyscrapers, 
chiefly in Chicago and New York, in terms 
of the genesis of major projects, the costs, 
rents, and income associated with building 
investments, the development of mechanical 
electrical utilities, and the problems of build- 
ing ownership and management. The central 
theme is the equation of business with 
progress, which is celebrated throughout the 
book by lavish praise for the entrepreneurs 
whose wealth produced the towers of Man- 
hattan Island and the Loop. Within these 
limits the authors have written a useful and, 
in places, illuminating book, loaded with 
social and economic facts ofakirid with which 
the architectural historian seldom deals. The 
work is particularly good in the presentation 
of well-defined phases of the skyscraper’s 
history such as the building boom of the 
1920’s, and specific projects, notably the 
Empire State Building and Rockefeller Center 
in New York and the Gateway project in 
Pittsburgh. 
But Offices in the Sky has major defects which 
grow largely out of the narrow viewpoint of 
the building owner and manager. As a 
whole it is disorganized, shifting illogically 
from the broad socio-economic narrative to 
detailed accounts of the activities of the 
owners’ association. There are no sources for 
the numerous quotations and no biblio- 
graphy. The treatment of invention is 
sporadic and naively anecdotal. The most 
serious weaknesses arise from the authors’ 
failure to see how excessive building of sky- 
scrapers in the urban core for purely financial 
purposes has been a powerful factor in the 
demoralization of the city and the consequent 
abandonment of civic responsibility attendant 
upon the flight to the suburbs. Extreme in- 
flation of land values, unmanageable traffic 
congestion, the deterioration of architecture 
into a form of public relations, the destruction 
of well-designed and useful buildings to make 
way for the currently fashionable air-condi- 
tioned, curtain-walled boxes—these are either 
dismissed as non-existent problems or as 
minor costs in the onward march of “prog- 
ress.” The authors’ hostility to genuine city 
planning and civic art, a bias which arises 
from the identification of urban growth with 
narrow economic satisfactions, seems to this 
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reviewer not only shallow but _ downright 
pernicious. The wealth of accurate factual 
detai) in the book serves mainly to support 
the contention that building ownership and 
management must be identified with the 
total human need of the urban dweller and 
hence cannot be divorced from compre- 
hensive urban planning. 


; Cart W. Conpir 
Northwestern University, 


Evanston, Illinois 


The Newcomers: Negroes and Puerto Ricans ine 
Changing Metropolis, By Oscar Handlin, 
Cambridge, Massachusetts, Harvard 
University Press, 1959, pp. 171, $4.00. 

The Newcomers is the third volume of the 
New York Metropolitan Region Study, in 
process by the Graduate School of Public 
Administration, Harvard University, for Re- 
gional Plan Association, Inc., a nonprofit 
research and planning agency. Oscar Hand- 
lin: is a Professor of History at Harvard 
University and a Pulitzer Prize winner. 

Professor Handlin’s objectives are primarily 
historical: (a) the earlier ‘consequences of 
ethnic group pressures as a basis for analysis 
of comparable pressures from recent migrants; 
(b) the extent to which Negroes and Puerto 
Ricans differ from the earlier immigrants to 
New York City; (c) projection of a line of 
development to help in understanding -the 
future character of the community as a whole. 

The book opens with the historical back- 
ground of New York City, in terms of the 
various ethnic groups which have come to 
the city during approximately three hunderd 
years. In contrast to the early immigrants, 
the recent newcomers, Negroes from the 
South and Puerto Ricans from the Island, 
are American citizens. : 

The adjustment of these newcomers to the 
New York Community is complicated by a 
number of factors. Since the majority of the 
Negroes and an estimated one-fifth of the 
Puerto Ricans are dark skinned, this attribute 
often subjects them to prejudices associated 
with skin color. In this respect, they are ina 
disadvantaged position, compared with the 
earlier immigrants from Europe. Also, they 
are entering a New York urban area which 
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covers sections of three states rather than, as 
previously, a relatively small municipality. 
The majority of both the Negroes and the 
Puerto Ricans settle in Manhattan. Because 
of local prejudice, movement to the outlying 
areas is often barred to them. 

‘ Throughout the years, transition from rural 
to urban living has been a significant factor 
in the adjustmient of each group migrating to 
New York City. It is true also for both 
Negroes and Puerto Ricans. Concomitant 
with this factor are the cultural discrepancies 
between their old life and the new to which 
may be attributed many of the social prob- 
Jems which have beset all groups of new- 
comers, ¢.g., pauperism, gambling, crimi- 
nality, juvenile delinquency, etc. 

Unlike the earlier arrivals to New York 

City, the recent migrants have not developed 
the integrated patterns of voluntary organiza- 
tion for the care of the sick and the aged, 
typical of the nineteenth century immigrants. 
Now however, social welfare programs, 
financed by federal, state and local funds, 
have taken the place of many of the earlier 
voluntary programs. 
_ Recently, both the Negroes and Puerto 
Ricans have begun to recognize the signifi- 
cance of social action. One result of such 
action is state and local legislation to prevent 
discrimination in housing. A 1955 New York 
State law and a 1957 New York City ordi- 
nance outlawed discrimination in renting 
multi-family housing; the former legislation 
applies to public housing and the latter to 
privately-owned dwellings. 

Professor Handlin is optimistic concerning 
the future role of both Negroes and Puerto 
Ricans in the New York Metropolitan Re- 
gion. He believes that ‘under responsible 
leadership, each of these groups will develop 
increased numbers of communal institutions, 
which will contribute to the adjustment of 
the newcomers to urban life. These com- 
munal institutions will evolve both as the 
result of reduction of prejudice against them 
and the expansion of opportunities for them. 

Needless to say, many of the older resi- 
dents of New York City are much less optimis- 
tic. Many of them, descendents of the former 
newcomers, know little of the problems of ad- 
justment which were met by the immigrants 
of the nineteenth century. Therefore, to 
recognize that the problems the New York 
metropolis is meeting now were also met at 
earlier periods in the city’s history may prové 
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to be enlightening to these older residents, as 
also to the general reader. 

Professor Handlin’s book, written in clear, 
concise style, is a qualitative rather than a 
quantitative study. However, it does have 
some quantitative data to illustrate the text 
and it has an appendix of thirty-one tables 
on the ethnic and racial population at various 
stages of New York City’s growth. Never- 
the less, the useof historical data for compara- 
tive analysis, within the New York metropolis, 
is the primary contribution of this book to the 
literature on intergroup relations. 


Rosatinp ToucH 
Hunter College, New York City 


Land Reform in Japan. By R. P. Dore. Issued 
under the auspicesof the Royal Institute 
of International Affairs. London, Eng- 
land: Toronto, Canada: and New York, 
New York: Oxford University Press, 
1959, pp. xix, 510. $8.80. 

Here are inter-disciplinary area studies at 
their best. Professor Dore’s monumental 
study is divided into five parts, of which the 
title slights the last two. The first three 
sections lie within the domain of land or 
agricultural economics. They cover respec- 
tively “The Problem” of the pre-war Japanese 
land tenure system and the rising disaffection 
with it, “The Reform” as enacted by the 
American Occupation and retained by the 
Japanese Government, and “The Farm 
Economy” after the reform. The last two 
sections are careful studies of social classes 
and political behavior in half a dozen 
Japanese agricultural hamlets during the 
1950’s. The whole is carried out by a 
scholar who not only knows the language and 
source materials of Japan, but has lived him- 
self with Japanese peasants in Japanese 
villages anthropologist-fashion, as few if any 
foreign economic experts have ever tried to 
do. (It is this last distinction between Dore 
and other “Japan hands” that Professor 
Seiichi Téhata, dean of Japanese agricultural 
economists, points out with fervor in a 
Foreword). 

Here is then God’s plenty, including in- 
evitably some few disappointments. Most of 
these latter pertain to side issues which Dore 
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did not choose to consider, even with 500 
pages at his disposal. Some of them (and 
they are indeed no more than little disap- 
pointments) are listed below. 

1. Thereis among Japanese land economists 
considerable controversy as to the origin of 
the traditional Japanese tenure system which 
Dore discusses in Part I. Conservative 
writers tend to treat the agricultural hamlet 
and village as further extensions of the ex- 
tended family system with the landlord in the 
role of family head. Radical and Marxist 
writers treat the hamlet and village as 
originally groups of small farmers forced 
under the “protection” of some warrior or 
bandit whose descendants exploited theirs 
under the landlord-tenant relationship. 
While this unresolved controversy is hardly 
of first importance for Dore’s study, it would 
seem to affect somewhat the ethical status of 
the landlord’s claim to additional compensa- 
tion. : 

2. A school of supercilious Commonwealth 
critics of SCAP and its works has arisen in the 
wake of General MacArthur’s studied snub- 
bing of Commonwealth advice during the 
Occupation. These critics tend to discount 
whatever reforms they do not disapprove by 
the bland assertion that they would have 
occurred anyway. Dore’s treatment of the 
land reform itself (Part II) falls under this 
head, and it is not easy to determine what he 
means by his reading of conjectural history. 
If Dore means that tradition and inertia 
alone could not have sustained the prewar 
system many generations beyond 1945, he is 
probably right. If he means that no conceiv- 
able Right-wing dictatorship (purely Japan- 
ese, purely American, or some mixed form) 
could have preserved the prewar system to 
the present day, he is probably wrong. If he 
means that a reform of the type which oc- 
curred (aimed at approximating the Ameri- 
can system of family farms, and essentially 
confiscating the landlord’s interests) was in 
any sense inevitable, he is almost certainly 
wrong. 

3. Left-wing opposition to the land reform 
on technical-cum-ideological grounds is left 
out of account in Parts II and III. It may be 
fair to say that at least for a time the majority 
of Japan’s agricultural economists felt the 
reform to be a mistake from the viewpoint of 
agricultural productivity and would have 
preferred “voluntary” collectivization on the 
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Soviet model. It is also true that in some 
sections the Left did its best to sabotage land 
purchases by the peasantry, spreading lurid 
forecasts of future agricultural taxes. It may 
also be true that rural conservatism, the 
mass base for Japan’s Government parties 
since 1948, is prompted by fear of collectiviza- 
tion despite the Left’s subsequent soft- 
pedalling of the issue. This reviewer would 
have liked to hear more on all these points. 


4. One cannot help feeling that Dore’s fear 
for the Japanese farmers’ economic future 
(Part III) is to some extent exaggerated. 
True, the Japanese farmer needs government 
support to retain his post-reform living stand- 
ard in the face of rising world agricultural 
output and a rising Japanese working-age 
population. It is, however, equally true that 
any democratic Japanese Government (par- 
ticularly a Conservative one) needs the farm 
vote to stay in power. Furthermore, as Dore 
himself shows in Part V, the old pattern of 
automatic bloc voting by meaningless slogans 
and petty bribes is on the way out. 


5. Of the six Japanese village communities 
which Dore studied, five are on Honshu and 
one on Shikoku (see map, p. 475). The two 
studied most intensively are both on Honshu, 
one in Yamagata and the other in Yamanashi 
Prefecture. It would have been interesting to 
include some representation from Hokkaido, 
the northern frontier, where farms are larger, 
population sparser, American influence 
stronger—and Socialists in control of the 
local governments! 


6. Dore’s constant citation of the Japanese 
sources is a welcome change from the con- 
ventional near-limitation to the foreign- 
language literature. At the same time he 
carries this feature to extremes. It would 
surely have been more helpful to cite simul- 
taneously the English versions when, as is 
often the case with official documents, official 
translations have been published and are 
available more readily to Western students. 
With the Economic Surveys of the Japanese 
Economic Planning Agency at hand in 
English in Western libraries, why refer us ex- 
clusively to Keizai-Kikaku-ché, Keizai 
Hakusho? 


M. BRONFENBRENNER 


University of Minnesota 
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The San Francisco Bay Area. By Mel Scott. 
Berkeley, California: University of Cali- 
fornia Press, 1959, pp. 309. 

A recent issue of a national magazine com- 
mented on the really notable cities of the 
United States, as they might be so judged by a 
sophisticated traveler from another continent. 
The criterion, and this will not seem strange 
to the sophisticated traveler from this con- 
tinent, was the quality of food and restau- 
rants. The writer found only five cities in 
this country that meet the criterion: New 
York, Boston, Baltimore, New Orleans and 
San Francisco! 


The San Francisco Bay Area—the out- 
lander is apt to think of it as “San Francisco” 
—is clearly one of the great cities of the 
nation. In fact, if you extend your criteria of 
judgment beyond the quality of the food, 
important as that may be, you come up with 
the suspicion that the Bay area metropolis is 
one of the two proudest urban developments 
of this nation, the other being New York. 

And when you give thought to the future of 
the world, particularly to the awakening 
giants of the East, China and India and the 
probable effect of their awakening on the 
Bay Area metropolis, you see the San 
Francisco Bay Area as one of the truly great 
cities of the world. 


There is a temptation to find many parallels 
and to make one-to-one comparison of the 
Bay Area with New York, both seacoast 
cities with matchless harbors—San Francisco 
itself with Manhattan, the East Bay with 
Brooklyn and the Long Island development, 
the North Bay with Westchester County and 
Connecticut, the Peninsula with New Jersey. 


The Bay Area presents a serious problem 
to anyone involved in trying to help allocate 
our scanty resources of trained professional 
planners. I believe that if they had their 
druthers, half the planners in the United 
States would immediately relocate in the 
Bay Area. And Mr. Scott’s remarkable book 
will not improve that situation. In spite of 
the continuous back-and-forth struggle 
among the Bay Area cities since the very be- 
ginning, or perhaps because of it, the region 
is still the most interesting, exciting, and 
attractive urban area in the United States. 
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Settlement of the Bay Area is almost 
exactly the same age as American indepen- 
dence. On August 5, 1775, the first vessel 
ever to enter San Francisco Bay sailed through 
the Golden Gate. On March 10, 1776, a 
band of two hundred and forty Spanish 
colonists arrived in Monterey. They were 
brought in to build and settle the village of 
San Francisco. On November 29, 1777, the 
Pueblo de San Jose was established. 

This volume is a chronicle of the struggles 
the successes, the failures, as the citizens de- 
veloped a great metropolis. It is related from 
the point of view of a planner, an urbanist. 
The emphasis is on physical and economic 
growth, on streets, bridges, transit, harbors, 
housing, industry, population—and  es- 
pecially on the efforts toward planning and 
coordinating that development. One of the 
most interesting sections is the story of the 
genesis and preparation of the Burnham 
Plan for San Francisco, presented to the 
Board of Supervisors on September 27, 1905. 
In planning literature, the San Francisco 
Plan has been overshadowed, undeservedly 
by the better known Burnham Plan for Chi- 
cago, which was finished four years later. 

It is not possible to give a very meaningful 
synopsis of the San Francisco Bay Area, since 
it is primarily a continuous historical narra- 
tive. It is well written and contains an un- 
believable amount of detail without becom- 
ing at all ponderous. It has to be read to be 
appreciated. 

In the final chapter Mr. Scott discusses 
the outlook for, and pleads for, metropolitan 
regional planning. He is less than hopeful for 
spectacular success for metropolitan planning 
without metropolitan government. He be- 
lieves, nevertheless, that it should be at- 
tempted. He points out a particular source 
of power in the proliferation of citizens’ 
organizations and the possibility of wide- 
spread education on metropolitan problems 
through the organization of a council of such 
groups. He finds encouragement in the 
official efforts and organizations already 
operating in the fields of air and water 
pollution, parks, and rapid transit. 


Finally Mr. Scott foresees, and I agree, a 
a continuous urban development completely 
encircling the Bay and “a world metropolis in 
every sense of the word, composed of people 
from all nations linked by transportation and 
communication to other world centers, nur- 
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tured in its daily life by raw materials, manu- 
factured goods, and cultural exchanges from 
every corner of the globe.” 

And then he poses the question: ‘Because 
the San Francisco Bay Area has been more 
generously endowed with natural beauty than 
most of the large urban areas of the world, its 
residents have an especially weighty steward- 
ship to discharge. Not for ourselves and our 
own posterity but for the global community 
should we strive to safeguard the beauties of 
this magnificent combination of bays and 
islands, mountains and valleys—and to en- 
hance the heritage received from nature’ by 
skillfully wedding the structures and road- 
ways of the evolving regional metropolis to 
the physical environment. To achieve so 
Jofty a goal we must do no less than first per- 
ceive new obligations of the individual to 
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society, fashion new laws for controlling indi- 
vidual action in the interest of the entire com- 
munity, devise a workable system of metro- 
politan government, and weld into a new 
creative force the talent of all those concerned 
with metropolitan regional development— 
elected officials, businessmen, industrialists, 
and their employees, members of the pro- 
fessions, and workers in the many govern- 
ments of the San Francisco Bay Area. Are 
we equal to the challenge?” 


As one U. S. citizen, who probably will 
never live in the Bay Area, I sincerely hope 
the question will be answered in the affirma- 
tive. 

DENNIS O’ Harrow 
Executive Director, 
American Society of Planning Officials 
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